Memorandum 


*c 




To 


From 


SAC, HONOLULU (194A-NEW) (P) (GRA) 
SA| , 


Date 1/18/89 


Subject 


PEDRO A. TENORIO, GOVERNOR, 

COMMONWEALTH OF THE NORTHERN MARIANA ISLANDS (CNMI); 
L^RRY L. HILLBLOOM, dba 
ank of Saipan fBfi S^: 

ACCOUNT EXECUTIVE, 


E.F. HUTTON, I$C.; 

BARTON ^ARRY WATSON, III, aka 
Barry Watson, 

ACCOUNT EXECUTIVE, 

E.F. HUTTOL/. XNC. : _ 


be 

b7C 


__.BOARD OF DIRECTORS (BOD), 

ECONOMIC DEVELOPMENT LOAN FUND (EDLF) CNMI; 

JAMES E. HAWKINS; 

CORRUPTION OF STATE AND LOCAL PUBLIC OFFICIALS - 
STATE LEVEL; 

00: HONOLULU 


In 1986, HN 2061-129 was opened to address an allegation 
that! ■ I received kickbacks from JAMES E. HAWKINS for 

_| efforts in directing the $7,000,000 Economic Development 

Loan Fund (EDLF) to be invested with E.F. HUTTON. Investigation 
proved negative and the case was closed with the consent of then 
Guam U.S. Attorney (USA) DAVID T. WOOD. In 9/87, BARTON HARRY 
WATSON, III, a prisoner at the LEWISBURG FEDERAL PENITENTIARY, 
voluntarily provided information corroborating and expanding on 
information obtained previously by the FBI. WATSON provided 
informat ion of a conspiracy on the part of 1 imself, I I 

I LARRY HILLBLOOM, CNMI Governor PEDRC A. TENORIO,I 
I and JAMES HAWKINS to use the $7,000,000 EDLF to provide 
income to the BOS, which is controlled by K:LLBLOOM. In 
addition, WATSON stated that Governor TENOR!.0 demanded that 
$10,000 be set up in an E.F. HUTTON account in his name with 
funds to be provided by E.F. HUTTON. 
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WATSON also advised that in t he cours e of obtaining the 
EDLF investment in E.F. HUTTON, he and I I became quite 

fri endly wi th HILLBLOOM. On one of their trips to Saipan, WATSON 
anu| I had an ex tremely candid meeting with HILLBLOOM and I 


The meeting related to Governor TENORIO. 
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HN 196A-NEW 


Basically. HILLBLQ OM andf 
- - jh • 


WATSON and 
Saipan in 


over a two-day period, taught 
how to do business and how business was done on 


hat political influence and support was directly tied 
to doing business in the islands; political influence is directly 
tied into businesses on Saipan; and favorable political influence 
required a piece of the action or cash compensation. 


WATSON advised that he would fully cooperate with the 
FBI in further investigations. An attempt was made to have 
WATSON come to Guam and the CNMI for the purpose of wearing a 
body recorder, but the U.S. BUREAU OF PRISONS (USPOB) would not 
release WATSON without a subpoena. At that time, it was not 
considered practical to convene a Grand Jury on Saipan or Guam on 
this matter. FBI investigation was put in abeyance. 
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POSSIBLE MONEY LAUNDERING 


__ WATSON advised that during one trip in which he and 

I went to Saipan they were informed by HILLBLOOM and 
executives of the BOS that they desired on behalf of the bank's 
clients to obtain investments and securities solely in the bank's 
name without divulging the identities of the investment clients 
and to hold the investments and securities outside of the United 
States. WATSON advised that the purpose and motivation would be 
to circumvent the United States income tax, to circumvent 
embarrassment of the considerable amount of wealth held by the 
Saipan clients, and to alleviate or hide the concept of 
constructive receipt. WATSON and l I explored and were 

ultimately successful in booking this business activity for E.F. 
HUTTON, INC., through the London, England, and Geneva, 
Switzerland, offices. 


[ 


On 1/10/89, U.S. CUSTOMS SAs 


and 


] advised that they have an open case in which 


unsubstantiated allegations have been received that HILLBLOOM has 
been seen carryin g large suitcases filled with Sinn hi 11 a i nto 
the BOS. The BOS| 

I I because it is the bank's position that BOS is not 

regulated b v U.S. law s♦ Approximately six nonths ago, SAs 
I 1 and | | in terviewed a BRINKS guard at the Guam 

Airport . Hie guard was | | 

stated | I 

advised there are no 
:his money movement. 


la ba 

nk in California. Tne ouarc 


. SAs 
report: 

land | | 

u.s. Government 

.ng requirements for t 
the money goes into i 
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On 1/11/89, Guam USA O'CONNOR made available his 
office's files regarding HILLBLOOM and DHL, a world-wide carrier 
service. HILLBLOOM is reputed to have a controlling interest in 
DHL. The files included a U.S. CUSTOMS investigative report 
disclosing that BOS has an office in San Francisco. It appeared 
to be "hidden" on the 21st floor of an office building accessible 
only through offices on the 20th floor. Offices on the 20th 
floor were all DHL-related. 


SAs[ 


Hand 


_|also advised that within the 

past year, the IRS was on Guam and Saipan. The purpose of their 
visit was to review tax returns filed in the CNMI. Previously, 
they had contacted several California residents and asked for 
their Federal income tax returns. The California residents had 
told the IRS that they were actually CNMI residents and they 
filed their returns there. When the IRS requested the returns 
from the CNMI Government, they were told t hat the IR S had no 
jurisdiction in the CNMI. SAs i l and r I do not know 

the current state of the IRS matter. 


Based upon the above, it seems entirely plausible that 
BOS _is providing a money laundering service to unidentified 
individuals desirin g to hide the sour ce and size of their wealth. 
Cash not subject to I I is deposited into BOS in 

Saipan. The cash is then sen t to California and deposited into a 
U.S. bank | ~| in the name of BOS. The funds may 

then be wired out of the country to London and Switzerland for 
E.F. HUTTON accounts in the name of BOS. All accounting for the 
true owners of the bank may be done at BOS in Saipan (or possibly 
BOS in San Francisco). The true owners could be avoiding 
scrutiny by the IRS by virtue of filing returns in the CNMI. 
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RECOMMENDATION: 


O&A to SA 



LEADS: 


b6 

b7C 


HONOLULU DIVISION 
AT AGANA. GUAM 

1. Submit LHM with FD-761 within 30 days of opening. 


3 * 









FEDERAL BUREAU OF INVESTIGATION 
1 ' 


Data of transcription 


11/26/85 


A ttorney, BO RJA & SALAS law firm, 
TORRES BUILDING, telephone I l r was telephonically 

contacted. 

|was advised that the FEDERAL BUREAU OF 
INVESTIGATION (FBI) was looking into allegations of possible 
criminal violations on the part of employees .of E.F. HUTTON. 
Therefore, it was requested that records pertaining to the 
investment of ECONOMIC DEVELOPMENT LOAN FUND (EDLF) into the 
E. F. HUTTON COMPANY be made available for review. 


It was further requested that these records include 
the Board of Directors' (BOD) meetings, in which there were • 
discussions regarding the E. F. HUTTON proposal; representations 
made by E. F. HUTTON to the Board of Directors, EDLF; and 
finally BOD discussions pertaining to the withdrawal of EDLF 
funds from E. F. HUTTON. 

It was further explained to l | that the.FBI 

was seeking only those minutes of the BOD meetings pertaining 
to discussions of the E. F. HUTTON proposal and not to any BOD 
discussions concerning the financial backgrounds of applicants. 



Also, because of the fact that the BOD meetings 
regarding the E. F. HUTTON Proposal were widely reported by 
local newspapers, privacy considerations should not be attached 
to those BOD meetings. 


and would advise 


1 advised that he would research the mattsr, 

| of his findings. 
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This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency: 
it and its contents are not to he distributed outside your agency. 
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FEDERAL BUREAU OF INVESTIGATION 
1 


Date of transcription 


11/26/85 


|, COMMONWEALTH 

DEVELOPMENT AUTHORITY (CDA) was contacted at his office in 

reqards to his knowledge of the now defunct ECONOMIC DEVELOPMENT LOAN 

FUND. I ~l furnished the following information: 


I advised that he was the|_I- l o£ 

EDLF for a period of approximately thre e years. |_|advised 

that he w^s T ~| by the Board of Directors 

(BOD). According to | | the|_ I of EDLF was 

strictly an administrative p osition, handling th e day to day 
business of the agency. The I | had no voting 

power and was directly responsible to the BOD. 


The BOD was composed of citizens appointed by the 
Governor representing various business interests in the 
community. ^ . 

There were six voting members on the BOD, and three 
"ex officio" members, who represented various departments of 
the Commonwealth Government. 



advised that although the EDLF was a public 
agency authorized to loan public funds to qualified buyers, 
the minu tes of t he BOD are not considered to be public infor- 
'mation. I I advised that the minutes of the BOD. are 

'considered private because discussions often center around 
the private financial affairs of the applicants. Therefore, 
release of board minutes in this regard would be a violation 
of the applicant's right to privacy. 



This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 
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HN 2061-129 

Continuation of interview of —I 


on Nove mber 12, ISAS-- Page —2 


voting members of the BOD, 


advised that the following persons were 


"ex officio 11 members of the BOD end these persons were 
non voting members: 
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advised 

^represented by Attorney [ 


that EDLF and now, CDA, are legally 

telephone number 


, l advised that he could not release any information, 

including minutes of the BOD, regarding EDLF investments with 

E. F. HUTTON, without proper authorization from either the_ 

BOD or upon the consent of EDLF 1 s legal representative,!- 


1 
















FEDERAL BUREAU OF INVESTIGATION 
1 


Date of transcript!on_ 11/35/85 


, COMMONWEALTH 

DEVELOPMENT AUTHORITY (CDA), formerly known as the ECONOMIC 
DEVELOPMENT LOAN FUND (EDLF), upon the advice of counsel, 

| f n-r ni shed xerox copies of the attached list of 

documents pertaining to: 

1) BOD Meetings relating to discussions on E.F. 
HUTTON INVESTMENT PROPOSAL. 

2. Correspondence between E.F. HUTTON and EDLF 
Board or its executive director. 

These documents were xeroxed at the Office of the— 
Clerk of the District Court, and with the assistance of |- 

~ I CDA# 


The documents referred to in the attached list are 
being maintained in the IB section of.this file. 
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] ( TPE/bmr ) _ Date dictated_ 1 . 1 ./ 1 . 9/85 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency, 
it and its contents are not to be distributed outside your agency. 







MAILING ADDRESS 


from the E. F. Hutton files with this office: 

■ ’ ’ • • . f? r -- r-.-’- . r • —' ’ .. .■ 

I. Minutes of the Board of Directors meetings. : 


Date , _ V 

August 8»’ 1984 .' V~ 
October 10, 1984 ‘ 
November 5, 1984 
November 7, 1984 
December 20,'1984 . 

April 17, 1985- “ V 

May 7, 1985 ■ '' , 

I. Letters and attachments. 

Date . • To_ -- ;; 

July 25, 1985 ' *“ 

May 17, 1985 

JVV 

January 9, 1985- ' 

*- November 7, 1984 ' 

: \ A- July 27, 1984 ^ 

” r 1 ’^"'July 25 , :1984 
July li, 1984 


•.May 17, 1984 



• Pages !.... ‘ ■ ■ • 

“.Pages .1, 2, 3 fit 4 t 
• 'last item on last page 
1 - all 

• ail •- • ■ 

. pages 7, 8 & part of 9 
- pages 3, 4 4 5- ' 

■ page 1 and part of 2 


From '. • •• 

' . _ E. - F.' Hutton 

| | E. F.' Hutton 

Barton H. Watson, E..F.’ Hutton 

• Barton H. Watson & l P 

. | | E. F: Hutt on jfg? 

-. - j ~l Barton H. J.S 

I'.Watson,"E.' F'.-'.-Hutton 
-■f '- ^ ~ | 'E.' ~fI Hutton 

** - • -* . '•‘Vi * * * •“ *■' r. ■ iin' .'"I'. 

L_|& 'Barton H. • 

•;.-. • - : ;Watson, E. F. .Hu tton 

“.-•' l | & Barton 

i-r-.r. v - : =:;; ; '■•Watson," E. • ’ F. -Hutton 



































































August 21,.’ 1984 
May 22, 1984 /• • 
November 5, 1984 



smith, i uc. " 'j 

| - Borja Dela Cruz/': 

' Attorneys at Law ?" .■"■■■ \' : 

James Hawkins, President, The .v- 
Commonwealth Pacific Corporation 


It 

If 

. - II . 


May 6£ i985 \ ’^I-EDLF Board of " |_ _ 

-^Directors (special- 
-^'meeting) . . 

May 6, -1985 

April .12, 1985 ' CgDLF Board of Dir.' J 

April 8, 1985 I 

■ ' . •' 1" - • (CNMX Government) 

December 17, 1984 EDLF Board of Dir. Executive Director 

November 5, 1984 -.. “ ' ; ” ‘ *. M 

October 10, 1984 ' M v " - . " " - " 

Sep t..'-'25, 1984 .” • ' v ”- • • •" - • .' * ”' • ’ ■' 

Income and outgoing telexes. ' ” 

May 16, 1985 . I 

'-Vi : -• '.-E. F. Hutton ‘ 

May 14, 1985.’ ’! 

April. 4, .1985 •’ |__ \.} 

.March.il/JL985 I \3 


lutton 


EDLF 


It . It 

It It 


February 26,"1985 
February' 14, ‘1985 
February 19,-1985 
December 20, 1984 




E. -F* Hutton. 
E- ;F. .Hutton 


E- • F. 'Hutton 
& Barton WatsonV* 



























































Barton H. Watson 


Borja & Dela Cruz - Attorneys 
at Law ■ .... 

~ land Watson, E. F. Hutton 



Sept.'27, 1984 
Sept. 20,'1984 
_■ "July j27, 1984 


. Certificate and Corporate Resolution dated April 29, 1985. .v 

. - E. F. Hutton & Co.,' Inc. - Option Account Information/Agreement ~ ^ 

Revised 2/83 dated November 18, 1984. . ’■ 

. Trading Authorization Limited to Purchases and Sales of Securities 
and Commodities. ■ ’ •• ■■ ■■ - "■ 

Customer’s Agreement.' • ■ : 

Certificate and Corporate Resolution dated January 16, 1985. 

i. ’ Investment Agreement Between E. F. Hutton & Co., Inc. and CNMI "• ■ 
Economic Development Loan Fund. . _• 

’. ' Investment Agreement Proposal. - ■ '• ’ l'. - ' 2 

A Comprehensive Proposal^! for the CNMI. ' .:C : 

). Letter tof * ‘ ~ “ * 4 | from Barton H. Watson III and ./ 

.* ;[ | with the Proposal for Investment Hanagement.."^..-^ 

.... ..Services for the CNMI Economic Development Loan Fund.-;.;.|'^^ 
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8*&«tt3sr/al^- ; 


^v^Uv£^: :^.-.?i ; i *‘ *,:' * * 

^M^'JftiS'November 15," 1985 :• / ••• • 

P;v_ ' /~ ■’- __;-Ta ,>' Alz : 




fL^SS*>*?aK*S- "■ 1 -Sfyi* 

L&‘£*£iRS»M£i TTX ’ * i M 


- :- v:^v* 

. ■ • - r - — ■*- i5 r ■*> 


Dail y News -,y°cus 

r*2rl!*7* •* s6 .^ !- Ja?5¥''r^‘Z! - Sir *n .'V j: • _ ’ts r *1 vr^»-.« * ' *»1 —. ^ l^T 


:’/'/ : VII. ..' ••Statements of EDLF Accounts from E. F. 
..;. ./.October 1984 thru May 1985. 


May 9,' 1985 
May’24, 1985. 


May 13,.1985 
May 12, 1985 


Hutton for the months df.'^HS 


Thank you'. ’ 
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FEDERAL BUREAU OF INVESTIGATION 
1 


Date of transcription. 


11/27/85 


2 COMMONWEALTH 


DEVELOPMENT AUTHORITY (CDA) was telephonically contacted 
his office to schedule an appointment regarding hi 
knowledge of the now defunct ECONOMIC DEVELOPMENT LOAN 
FUND (EDLF) Investment with the E. F. HUTTON COMPANY. 

| |advised that although he was more than 

willing to cooperate in the investigation, he would not 
consent to an interview unless he was served with a subpoena. 

I-1 stated that he felt it necessary to be subpoenaed^ 

so as to protect himself and his family from possible law 
suits or other recriminations. 

“I stated that he has to "look out for myself 
and mv family." He stated that unless he was served with 
^subpoena he would not consent to an interview, not because 
he waS afraid of telling the truth, but because he was 
afraid he might be sued* 
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advised that if he was subpoenaed this 

. . r-_ 1 _ 4.V(a4- "h O wnil 1 H 


would serve as a protection for him f and that he woul 
be morl thin witling to testify fully and truthfully, regarding 
EDLF 1 s investments with E. F. HUTTON. 


ftofA'Il'l - iM 


_tiv:. __ 

Indexe d S cfrifeed Pilcd/J^ 


m 4196 

-E2J- 







he 

b7C 


uwion n/m/as _a, Susupe , Saipan CHMI 

_ s&S 


by. 


-SA- 


fTPB/bmr) 


IS' 

_ Flta „ Honolulu2061-12 9-^3 

Date Hief.t.x 11/19/85__ 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and Is loaned to your agency; 
It and its contents are not to oe distributed outside your agency. 
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FEDERAL BUREAU OF INVESTIGATION 


Dace of transcription 1/22/86 


E.F. HUTTON, INC., 1825 I Street , N.W., Suite 1000, Washington, 

D. C. 20006, telephone | I was interviewed 

concerning the Economic Development Loan Fund (EDLF) of the 
Commonwealth of the North .Mariana Islands (CNMI). Also present 
during the interview were I I 

L E.F. HU TTON. INC.. One-B att ery 

Park Plaza. New York. New York. 10004.1 I and I 

| E.F. HUTTON & COMPANY 

INC., 1825 I Street, N.W., Stiite 1000, Washington, D.C. 20006, 

| I . After bein g advise d of the identity of the 

interviewing Special Agent, | [ voluntarily furnished the 

following information. 

Sometime in the Spring of 1984, a MR. JAMES E. HAWKINS 
attended a meeting with T H at E.F. HUTTON'S office in 

Washington, D.C. The meeting involved a prospective client and 
HAWKINS was there to assist the client. -During the meeting, 
HAWKINS explained that he had som e intere st in the Pacific 
Islands and would like to talk to I I about investments there. 

Approximately one week later, HAWKINS came in and explained to 
| | that he has an office in Saipan, the capital of CNMI. 

HAWKINS explained that his business is to identify business 
opportunities in the Pacific Islands and to f ind U.S. business 
corporations to service those needs. | H stated that he 

believes that the only office HAWKINS has is Post Office Box. 

The discussion evolved around various potential investors with 

E. F. HUTTON. 

A few weeks later I I had another meeting with 

HAWKINS and HAWKINS brought with him an individual by the name of 
I I from I I Maryland. | |was a 


rjl\ C' 


J 

Investigation on 1/16/86 at Washington, D.C. File// 2061-232 

° rt'A/ -/ZkQ - ^ 

Ijy g a | I / HLSrerw Date dictated 1/16/86 

This document contains n'fei&ner recommendation nor conclusions of 
the FBI. It is the property of the FBI and is loaned to your 
agency; it and its contents are not to be distributed outside 
your agency. 
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FD-302a (Rev. 11-13-83) 


Continuation of FD-302 of 


On 1/16/86 Page 2 


former repre sentative to the UNITED STATES from CNMI. 

did most of the talking and explained what the 
Economic Development Loan Fund (EDLF) was. It was established 
under the terms of the UNITED STATES -CNMI covenant and it was to 
administer funds set aside for loa n program to assist in economic 
development of CNMI. | [ explained that they were, 

interested in finding a place to invest the money so that it 
would earn a higher interest rate than banks were offering. 

"1 stated that he and another E.F. HUTTON employee 
by the name of BARTON H. WATSON, developed a proposal and sent it 
to the Board of Directors of the EDLF. A period of time went by 
and | received no response from EDLF. During this period of 

time there were numerous contac ts with HAWKINS and HAWKINS was 
supposedly in touch with EDLF. I "1 stated that a short time 

later, he, WATSON, and HAWKINS made a trip to Micronesia for the 
purpose of making introductions to various businessmen in the 
islands. They met with several people out there including the 
President of the Marshall Islands, an individual by the name of 

| I , an architect in Guam, and they also met with _ 

several members of the EDLF including I I 

I I and an i ndividual who last name was I |(no 

rel ation t o I I . At the meeting with EDLF members , |_ 

and | seemed extremely interested since E.F. HUTTON was 

offering rates far above what they could get at the bank of Guam. 
However, I I stated that there appeared to be some 

misunderstanding of what E.F. HUTTON could do for the EDLF, so 
they returned to the UNITED STATES. 

After submitting a second proposa l,! L WA TSON and 

another E.F. HUTTON employee by the name of I 1 who had 

been designated as I I of the E.F. HUTTON Fund for the EDLF, 

again returned to the Pacific and made a full presentation to the 

entire EDLF Board. At this meeting the Board voted to ac cept _ 

HUTTON's proposal. After returning to the UNITED STATES, I \ 

stated that they sent a management agreement to the EDLF for 
signatures. The EDLF sent approximately $900,000 as a first 
installment and $6,000,000.00 a short time later which E.F. 

HUTTON invested in Government secured money market funds. All 
this was done without a signed management agreement. However, a 
short 
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Continuation of FD-302 of 


] on 1/16/86 Page 3 


time later, the EDLF returned a management agreement which was 
completely rewritten from what E.F. HUTTON had originally sent. 

It was apparent that there were problems at the EDLF in 
understanding the management proposal. At -this point WATSON 
returned to the Pacific and attempted to explain in f urther 

detail what the management agreement involved. A lso, I_I 

— 1 EDLF, (no relation to | | 

was in Washington, D.C. to appear before Congre ss. E .F. 
HUTTON sent | | to New York where he spoke with I I 

_ ~ _ " ] who explai ned in g reat detail what E.F. HUTTON^s proposal 

^understood enough to go forward with 


was and hoped that £ 


the management agreement. 

Numerous telexes were sent back in forth between the 
EDLF and E.F. HUTTON, however, no management agreement was 
settled upon. | I stated that E.F. HUTTON then offered an 

investment contract which would be managed out of their Bond 
Proceeds Department in New York, w hieh would gua rantee the EDLF a 
high interest rate-. I 1 and I Iwere sup posedly 

on their way to New York to sign a contract when l I received 

a telex that the Bo ard of D irectors of the EDLF had voted to 
close the account. | ~| s ta ted that E.F. HUTTON decided at 

this point that there were some serious problems with the EDLF so 
they closed out the account and sent back approximately 
$7,000,000 which would have been principle plus interest on the 
original investment. 


.bo 

hlC 
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stated that he has become quite friendly with 


who still maintains an account with him at E.F. 


was 


HUTTON. On occasions, they would d iscuss the EDLF and 
very discouraged since I I see med to frus trate any of h is 

attempts to develop the fund . I I s t a ted that I ' 

was obviously a personal friend of HAWKINS and that l 


was also a friend, whom he believes HAWKINS knew through the U.S. 
Trust Territory of the Pacific Government. 
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Continuation of FD-302 of 


On 1/16/86 Page 4* 


1 stated that he paid HAWKINS a total of $1500, 
with two E.F. HUTTON checks, as a finders fee or commission for 
finding the EDLF investment. While HAWKINS did not menti on that 
he was going to split any fees with stated 

that it would not surprise him if that happened. He stated the 
friendship between I I and HAWKINS was close enough that they 

may have split the money. 

When asked about WATSON a nd | involvement in the 

process % | I stated that | | would only have dealt directly 

with the EDLF on their trip to the Pacific . But t hat all the 
contacts would have been made through him | \ . 

At this point \ I s tated that BARTON WATSON was 

no longer employed at E.F. HUTTON, that he was terminated in 
January of 1985. The reason for the termination was that WATSON 
had outside business affiliations for which he did not receive 
prior approval from the E.F. HUTTON Legal* Depar tment. This was 
against poLicy and is the reason he was fired. | | stated 

that they have not been able to find WATSON, altho ugh they 
believe he may be somewhere in the New York area. I also 

advised that he would put together a package of documents 
including copies of the two checks to HAWKINS, communications 
between E.F. HUTTON and the EDLF, and the personn el file of 
BARTON WATSON to assist in locating him. I | advised that he 

would make these documents available to the FEDERAL BUREAU OF 
INVESTIGATION. 


|_|furnished his title as Account Executive, E.F. 

HUTTON & COMPANY, 1825 I Stree t, N.W., Washingto n, D«C, lie also 

furnished his date of birth as | a t I 

and Social Security Account Number as ~|» 
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} E.F. HUTTON & COMPANY, INCORPORATED, 


] 


1 Battery Park .Plaza, New York, New York, 10004, made 
available the following documents; Monthly account statements 
for the Economic Development Loan Fund (EDLF) for the 
Commonw ealth of the No rthern Mariana Islands, Correspondence 


between 


and BARTON WATSON’s personnel folder 


and'representatives of the EDLF, 


b6 
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by 



HLS:dlj 

_.Date dictated 


1/24/86 
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FEDERAL BUREAU OF INVESTIGATION 


JAMES E. HAWKINS, 11611 Vantage Hill Road, Building } 

JL1,_Apartment 1.1B, Reston, Virgin ia , t elephone ( 703 )_42,1-L9.6>7—- 
was apprised of the identities* of the interviewing agents and 
of the purpose of the interview. He then furnished the following • 
information: 

HAWKINS said he worked for the UNITED STATES DEPARTMENT 
OF INTERIOR (DOI) from 1958 to 1969, for the UNITED STATES DEPARTMENT 
OF COMMERCE (DOC) from 1969 to 1970,.for the PEACE CORPS from 
1970 to 1971, and DOI from 1971 to 1975. He said between August, 

1964 to August, 1968, he worked, as a part of DOI, for the Govenor's 
Trust Territory of Pacific as the Assistant Commissioner for Community 
Services which included education, health and community development 
throughout Micronesia. HAWKINS said after he retired from 
the government .in 1975, he began to develop a consulting business 
with a view toward doing business in the Pacific Ocean islands \ 

such as the Caroline Islands, Marshall Islands and the Northern ; \ 

Mariana Islanda. 

HAWKINS said in late 1983 or early 1984, I 1 

| of AQRIQDEST CORPORATION was 

looking for venture ca pital. HAWKINS, who owned shares in AQRIQUEST, 

was asked by I ~~| to attend a meeting she had arranged with 

the investment firm of E.F. HUTTON. HAWKINS attended this meeting ^ 

at the Washington, D.C. office of E.F. HUTTON and met BARTON 

WATSON and I I HAWKINS stated he was intrigued by 

these two individuals and the financial management and services 

they were offering. HAWKINS said he saw an opportunity to make 

some money wh ile brin ging the type of financial services mentioned 

by WATSON and I I to the Pacific Islands. He had made a 

great deal of friends and contacts in the islands when he lived 

there in the 1960's and wanted to take advantage of these contacts. 

He had always wanted to live in the islands and saw this as 
an opportunity to do business and live in the islands. HAWKINS 
stated that he knew the people who were now in political control 
and quite frankly, he was trading on his contacts over the years 
in order to facilitate his own companies. 


WATSON and 


HAWKINS advised subsequent to the first meeting with 
| ~| he had several other meetings with them in 
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which they discussed E.F. HUTTON'S services as they related 
to the financial needs of the Pacific Islands, specifically 
the Northern Mariana Islands. He said at about this time, the 
United States and the Northern Mariana Islands were completing 
arrangements for compacts of free Associations for the Pacific 
Islands. These arrangements included the United States providing 
money to the Northern Mariana Islands which could be used for 
economic development loans. HAWKINS believed because of these 
arrangements, it was a good time to see what E.F. HUTTON could 
do for the Islands. , 


H AWKINS said af ter meeting 
he met with I I who was the' 

Eco nomic De velopment Loan Fund in Saipan. HAWKINS had f irst 
met I I in 1965, when HAWKINS was working for DOI and I I 

was working for the MICROL CORPORATION. MICROL.CORPORATION, 
a general .trading corporation in Saipan, including being the 
agency for Toyota automobiles, which is a subsidiary of a large 
United Kingdom corporations known as the INCH CAPE GROUP. HAWKINS 
said he had remained friends with J a nd decid ed to contact 

him concerning what E.F. HUTTON could do. I l told HAWKINS 

that the money in the Economic Development Loan Fund (which 
HAWKINS thought was around $7 million) was not getting a high 
return. The money was invested in certificates of deposits 
at local banks, princip ally the BANK OF GUAM, and was only earning 
around 8%. HAWKINS and I | discussed the possibility of 

E.F. HUT TON taki ng custody of and managing the money in the 
fund and | |encouraged HAWKINS to recontact E.F. HUTTON 

and have HUTTON prepare a proposal for the fund. HAWKINS stated 
his understanding of this fund was that since around 1976 the 
United states had appropriated approximately $1.7 million each 
year for the fund which was designed for low interest loans. 

There had not been a lot of loans from the fund so there was 
approximately $7 million available for investment. 



HAWKINS said he then recontacted WATSON and | | 

and told them' to put a proposal together for the Economic Development 
Loan Fund. HAWKINS said he never had any set arrangement as 
far as a finder's fee or commission for putting E.F. HUTTON be 

and the loan fund together. He said he believes WATSON mentioned b7c 


something like .2 of 1% of the total investment for a fee for 
HAWKINS but nothing was ever do cumented . HAWKINS did receive 
a piece of paper from WATSON or I \ which reflected a finder's 

fee schedule. HAWKINS said this did not reflect any official 
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agreemen t betwee n he and E.F. HUTTON but that it was the agreement 
that he, | |and WATSON reached as to his fee. (HAWKINS 

provided the copy of this schedule that had been furnshied to 
him, stating that the handwritten notations were irrelevant). 

HAWKINS said that this finder's fee schedule was given to him 
before EDLF approved the transfer of funds to E.F. HUTTON. 

HAWKINS said t hat in a pproximately June, 1984, he 
travelled to Saipan with I I and WATSON. HAWKINS introduced 

| | and WATSON to l HAWKINS said that h is best re col- 

lection is that the initial meeting took place at | | home. 

| |arranged a meeting at the INTERCONTINENTAL HOTEL, where 

he was a stockholder, in which members of the Economic Development 
Loan Fund Board of Directors attended, along with other interested 
government officials from Saipan. WATSON gave a presentation 
at the meeting concerning the financial management capabilities 
of E.F. HUTTON and what it could do if the fund was turned over 
to it. HAWKINS recalls that I I , a non-voting member 

of the Board and I I, a vo ting member of the Board were 

present as well as I ] ■ HAWKINS stated he was doing 

other work on the islands and as far as he was concerned the 
E.F. HUTTON proposal was a side issue for him. 

HAWKINS said he had no more to do with the E.F. HUTTON 

proposal but was told later on by _ that the Board had 

approved the proposal and transferred about $7 million to E.F. 
HUTTON. HUTTON did not make enough money and after about three 
or four months the Economic Loan Development Fund Board withdrew 
the money from E.F. HUTTON. HAWKINS understood that the money 
handled by E.F. HUTTON had to be available for loan purposes 
and was invested in certificates of deposit and brought about 
the s am e return that it had been bringing before the fund was 
turned over to E.F. HUTTON. 

HAWKINS said in the Summer o f 1985,1 sent him 

$1000 in the form of two $500 checks. | [ explained this 

$1000 was a fe e which I I believe d HAWKIN S deserved because 

of introducing I I to him. I 1 had liked |- — 

and WATSON and invested with E.F . HUTTON. HAWKINS stated he 
did not know the exact nature of I [investment with E.F. 

HUTTON but believed that it involved!_| stock holding 

in the INTERCONTINENTAL HOTEL in some way. Because HAWKINS 

had i ntroduced r I to T l and WATSON, [_“□ sent the 

$1,000 to HAWKINS.*HAWKINS said he deposited these checks into 

his personal account at AMERICAN INDIAN NATIONAL BANK in Washington, 

D.C. 
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HAWKINS advised in 1983,'he inco rporated COMMONWEALTH 
PACIFIC CORPORATION (CPC) . He said he and I I 


are the officers of CPC. 


was an attorney who 


HAWKINS had met at a seminar on offshore corporations in San 
Urannisno. took a trio with HAWKINS to SAIPAN in September of 

__ __ . - .7 . I I_ „ _• _j _n J J ~ ~ Ji 


1983.. HAWKINS said that[ 


was big in establishing "off 


O. ^ ■' —— —— - 

shore" banks and had already e stablish ed some in the Grand Cayman 

. . . • I I 1 * l_ 1.U a 4 


Islands and similar locations. 


was listed on the incorporation 
papers as an officer and th en resigned immediat ely. This was 
done as a convenience since[ 


HAWKINS said he does not remember 


] was not there. 


as signing any forms 


b6 

b7C 


to become the regi stered agent of CPC. He said he used the 
Post Office Box - of I I ns a convenience. He said the 

other Post Office Box for C PC is his box, num ber 2263 in Reston, 
Virginia. He had first met I K.n I I in 1956 or 1957, 

and renewed their friendship when I I arrived in Saipan m the 

mid-1960's. I H ived with the HAWKINS' for a brief period 

since he was alone as a result of a divorce. 

HAWKINS said in April, 1983, he incorporated ALPHA 
ASSOCIATE S, INC. i n Saipan. He di d this with a friend f rom 
| | Virgini a.I 1 He said he first met[ 

around 1972 when 




b6 
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it. UC OCtO-VA A AW ■ 

_Jwas working for a firm that was doing 

business with t he Bureau of I ndian Affairs. HAWKINS said he 

does not recall l~ Ihaving anything to do withthe incorporation 

and does not believe I I signed anything to make him_the 

registered agent for A AI. He said the Post Office Box)_| in 

Saipan was assigned to | | and HAWKINS used his box for a 

while. HAWKINS decided to fold this company and in January, 

1985, formed a partnership called TRIDENT ASSOCIATES. He said 
AAI is still on the books but for all intents and purposes is 
defunct. 

TRIDENT ASSOCIATES is a partnership in the United States 
formed to do business with American Indians. Besides HAWKINS, 

of [ 


1 Maryland who used to work for 
~]are the partners 


the Indian Health Service and,_, _ 

of TRIDENT. He said this firm uses the AMERICAN INDIAN NATIONAL 

BANK in Washington, D.C. as did AAI. 

HAWKINS stated he did not receive any fee or money, 
nthpr than the $1,000 from E.F. HUTTON for putting together 

I-1 WATSON and n \ HAWKINS denied s plitting any finder's 

fees or commissions paid by E.F. HUTTON with | J HAWKINS 

denied any knowledge of or any involvement in any pay off o 
| | f 0 r the purpose of directing the funds to E.F. HUTTON. 


be 

b7C 


b6 

b7C 







Continuation of FD-302 of 


AX 2061-326 
JAMES E. HAWKINS 


1/30/86 


.On 


, Page 


HAWKINS advised he would search his records for his 
bank statements and telephone records for 1984 and would supply 
copies to the FBI. 


WATSON and 


HAWKINS stated that he made the first suggestion to 
]at E.F. HUTTON about approaching EDLF to get 
the fund money into E. F. HUTTON accounts after speaking with 

_. | ~| had told HAWKINS that the fund money was 

in local banks in certificates of deposits. HAWKINS stated 
that it was six weeks from the time that he first discussed 
the matter of the fund 1 s money with [ 

HUTTON proposal being submitted to| 

in the Islands. HAWKINS said that he understood that the fund 
money was taken back from E.F. HUTTON because the Board m embers 
were to o far removed from E.F. HUTTON. HAWKINS said that[ 


to the E.F, 


by WATSON and 


was chairman of the Board of the fund when the money 
was returned from E.F. HUTTON. . HAWKINS advised that there was 
some kind of an upheaval on EDLF Board which caused the money 
to be tak^ n back from E.F. HUTTON. HAWKINS said that he thought 
was an officer in the BANK OF SAIPAN. 


HAWKINS advised that BARTON WATKINS has left E.F. 

HUTTON and he does not know his present location. HAWKINS said 
that he has. not had any other payments from E.F. HUTTON or WATSON 
I ~l or anyone else in connection with this matter or any 

other transaction in addition ot the two $500 checks. HAWKINS 
stated that h e has never had any direct business dealings with 
I | . HAWKINS said that he is not aware of any loans 

made from the fund while it was under the management of E.F. 
HUTTON. 
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Date of transcription_.._ 


On April 3, 1986 ,|___ _I 

for the COMMONWE ALTH DEVEL OPMENT AUTHORITY/ Wakins*Building, 
telephone number I I Saipan, Commonwealth of the 

Northern Marianas Islands (CNMI), 96950, provided the following . 
information: 

|stated that he was previously ! I 

-1 of the ECONOMIC DEVELOPMENT LOAN FUND (EDLF)until its 

change came to be under Public Law 4-49 which. changed the name to 
the COMMONWEALTH DEVELOPMENT AUTHORITY (CDA) in March of 1986. 


I stated that he could not furnish any 
information to the FEDERAL BUREAU OF INVESTIGATION (FBI) because 
n he is afraid of liability that he may incur as a result of such 
information”. 


1‘insisted that he did nothing wrong, but 
stated that he would have a great deal to lose if this 
information turned out to be prejudicial ^to his actions as 

| of the EDLF. 

|did however, furnish a listing of the 
present CDA Board of Directors which i s as follows: 



be 

bic 
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*"*." . "" | of ‘ the"'BANK "6 f‘ SAIPAN 

interviewe d on this date at his office at the BANK OF SAIPAN. 

„| |advised . that he .was appointed .by then Lieutenant 

1 Governor, PETE TENORIO. -'and subsequently served on theL— - 1 - 

I for the .ECONOMIC DEVELOPMENT. LOAN FUND (EDLF) from). t ,...j A ' : ^b7c 

• through l .••: ;:•• /y-. /.. ^1 ^:.-.: :-. r '.,.v: ■. ■" • . Y; 

--. [ ' | recalled that all of the funds for the EDLF_.i^- i .^g;.^}--.. 

had been deposited with the BANK OF GUAM on Saipan until a :_••;■ 
proposal came up approximately one year ago by a representative 
of the E. F. HUTTON CORPORATION. (EFH) which would allow the funds 
to be maintained in account of EFH, and that in doing so, these • ••.—. 

monies would be guaranteed between twelve to thirteen percent- • ./w) • 

As he recalled, this figure could go as high as sixteen percent. . 




I I stated that the |_ _ _I. 

offered' the EFH proposal to the Board of Directors, and Because,.. . 
of the fact that the BANK OF GUAM only paid a maximum of eight •••_• 
percent, the Board agreed to have the funds transferred to the. 

EFH account. • ; .' .' . 

| * |stated that in this regard, he and | I . 

|-1 traveled to Washington, D.C., for the purpose of_ 

finalizing this arrangement with EFH officials namely,L-_—I. ’.'. . 

I land BARTON W ATSON. I I recalled that while^theyj 

were in Washington, ! received word from the EDLF office 

in Saipan, namely through its |- s _^- . 

that got the Board of Directors (BOD) to reverse its proposal to .. 
EFH and accordingly, foe funds wer e removed from the EFH account.- 

I- 1 stated that, f I w as highly disturbed at the : . •. 

af , H - nn nf | | because of the fact that the . 

Board had gone behind his back to have thi s proposal rescinded; 

however, r 2 -I stated that| | insistence > at accepting 

the EFH proposal was strictly because of the higher interest_rate- 
which could be earned from having these funds with EFH»'y| 
felt that any allegations concerning any kickback rrom EFH to rx;.r 
| Hwas -absolutely absurd. ^r 


7 C 
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April 4 ; >1986 v «s 

Commonwealth Development Authority ,.(CDA) and a former .member jof is 
the "ErnMOMTC DEVELO PMENT LOAN FUND (E DLF) , was interviewed atJthe 
-office of the CDA ."1 l advised that, his-present.^^^ 

occupation is the l I of the Commonwealth of the Northern 

Marianas Islands (CNMI), an d that he ca n be contacted at 
telephone number I I. ?l I also stated^that ;he ;is. ; g^^ 

presently serving as | ^Jo f^the CDA 

v | recalled the "situation wh ich occurred-.in the 

Spring of 1985 in which a'proposal-was made' by P 
\ “ concerning the transfer of approximately $7 million 

dollars in EDLF fu nds from the' BANK OF GUAM to the ~ E.. F. -.HUTTON ■ 
CORPORATION (EFH) . I I stated that he was the only Board 

member who voted against this proposal when it was initially;made 
by | [ He advised that he voted against this proposal v.;? 

for one reason, and one .reason only, in that he felt the fund 
should stay "in the Islands". Specifically he advised that-he .•?-' 
wanted the money to stay .on Saipan, and that any .benefit .from the .. 
depositing of these funds should stay with the people of .the -^y- 
Northern Mariana Islands.- 

| | stated that his difference of opinion with ■; 

| was strictly on this basis and th at he felt tha t an 
allegation concerning any kickback from EFH to | ... l was ; 

absolutely absurd. ^ *•.' ' .. '• : • 

recalled that he and the_. 

|discussed the matter in detail after the Board had 
accepted its initial proposal concerning the transfer of the v-• 
funds to EFH and subsequently were able to convince the other 
Board members to reverse their initial acceptance of this offer. 

He advised that accordingly after the Board rejected the EFH -Hv. 
proposal, the funds were .withdrawn from EFH and redeposited in 
.'the BANK OF 'GUAM accountsv 

~ T furnished :the following -information 

• ^concerning Board members '.who :were ‘on^the Board of : f or 
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later "rejection of ^the 

Representing '£j0Sg& 

J General Public 

' ; lC.Tinian Community -<}£■ 
. : 'r*i Banking' Community 0-. 

VwBank ing' Community 
'T'^ItCNMI Administration 
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On April 4, 1986. 1 H of t* 1 © 

Board, MICROL CORPORATION, P.O. BOX 267, Saipan, telephone number 
~l was interviewed on this date at his of fice. He was made 
aware of the identity of I I as being a Special 

Agent (SA) of the FEDERAL BUREAU OF INVESTIGATION (FBI), and the 
fact that an investigation was being conducted concerning an 
allegation made which indicated that he had received a kickback 
from E. F. HUTTON (EFH) for depositing funds belonging to the 
ECONOMIC DEVELOPMENT LOAN FUND (EDLF) in 1985. 

I I stated that this allegation is absolutely 

ridiculous and advised that he would do anything within his power 
to voluntarily cooperate with the FBI and the U.S. Attorney s 
office in resolving this allegation. 

I I recalled that at the time of his proposal to 

have these funds transferred to EFH, the BANK OF GUAM was paying 
EDLF an eight percent interest rate. He felt that as a business 
venture, this was a ridiculously low amount inasmuch as EDLF had 
deposited with the BANK OF GUAM anywhere"between seven to ten 
million dollars, and that they could go elsewhere and obtain a 
much higher interest rate. He had b^en approached by Mr. JAMES 
HAWKINS to have these funds placed with EFH, and he did entertain 
a proposal from EFH to the EDLF for the purpose of gaining a 
higher'interest rate. He advised that members of the Board did 
insist on honoring a restrictive covenant which mandated that the 
funds be Federally insured. He advised that this did limit EFH 
in obtaining a higher interest rate above sixteen percent, 
however, EFH did come back with a proposal which guarantee 
between nine to eleven and half percent on this money. 


be 
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J recalled that he made the proposal to the 
(BOD) and accordingly, the Board accepted the 


Board of Directors ,-, — - -- , 

EFH proposal with only one dissenting vote namely ,tnat Pf lts 
^- | . He recalled that 1 


wanted to have the funds remain in an Island bank. Nonethe-_ 
l^ss. l I after having received the approval of the 

Board, caused approximately seven million dollars of EDLF monies 
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to be removed from the BANK OF - GUAM, and transferred to the EFH 
account for the actuation of this proposal. 


| advised that he and|_| a Board 

member, then traveled to Washington, D.C., where they were going to 
finalize the particulars of this proposal. He advised that upon 
arrival in Washington, D.C., and in meeting with EFH officials, 
he then determined that the BOD had reversed its position, and 
had caused the funds to be removed from the EFH account. He 


admitted that he was highly disturbed at the Board’s actions, but 
insisted that he was angry because of the fact that EDLF would be 
losing a great deal of money by continuing to have its funds 
deposited with the BANK OF GUAM rather than in this more 


lucrative account. 


emphatically denied receiving any kickback 
that he would voluntarily furnish any 
financial records of either a personal or business nature to the 
U.S. Attorney's office in conjunction with this investigation. 
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BARTON HARRY WATSON, III, inmate, Registry number 
11385-016, Date of Birth (DOB) October 18, 1960, incarcerated 
With the U.S. BUREAU OF PRISONS (BOP), U.S. PENITENTIARY (USP), 

FARM •CAMP, Lewisburg, Pennsylvania, was contacted for.interview 
in;the Counselor’s Office of that institution. 

Prior to interview, WATSON was a dvised of the identity :] 

of interviewing Agent, Special Agent (SA) I 1 ] 

FEDERAL BUREAU OF INVESTIGATION (FBI), Williamsport, 

Pennsylvania, and the nature of the intended interview pertaining 
to public corruption of government officials of the Commonwealth 
of the Northern Marianas Island, Saipan, 

At this point of interview, WATSON temporarily 
terminated the interview to go to his room to retrieve personal ^ 
notes and documents, //) 

\'i 

After a three minute wait, WATSON returned and the 
interview was continued. 

SA l | asked WATSON that subsequent to the ] 

interview if WATSON would voluntarily .undergo a polygraph 
examination pertaining to the subject matter of the interview 
to which WATSON responded that he had no problem with taking 
a polygraph examination. 

Prior to interview, WATSON was furnished a “Interrogation; 
Advice of Rights" form to read. After reading the Rights‘form, 
WATSON verbally acknowledged that he understood his rights and 
thereafter signed the form. 

BARTON HARRY WATSON, III, furnished the following 
information; 

WATSON is serving a one to three year sentenc^'for one 
felony count violation of mail fraud for the sale of securities 
while employed with E. F. HUTTON, Washington, D. C. He was 
formerly employed as an Investment Banker with E.F. HUTTON 
INCORPORATED, located at 1825 I Street, Washington, D.C. 

WATSON s ta rted se r ving his sentence of incarceration __ 

U.S. PENITENTIARY, PHil94C-485 (WRA) 

nation on 9/8/87 .. Lewi sburg . Pennsylyani _.a_ Fl i. . HON. 19 _ 4C- , 100 - 
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on May 25, 1987. 

. WATSON started his employment in May of 1982 as an 
Account Executive Trainee with E.F, HUTTON INCORPORATED, .After 
completing training and licensing programs, he became an 
Account Executive of that brokerage firm as a retail stock 
broker in the Fall of 1982. 

Over the next 12 months, WATSON proved himself 
exceptionally proficient and became the number one- trainee in 
the brokerage firm’-s history. 


Purina the F all of 1983, WATSON entered into a partner¬ 
ship with t another Account - Executive working at the 

E.F . HUTTON INCORPORATED Washington, D.C., Office. Both WATSON 
and | | worked together for six months targeting institutional 

investments. Primarily the partnership was looking at arranging 
funding for developing aqua-culture production of lobsters b6 

similar to farming lobsters within a controlled environment. b7c 

W hile att empting to find investors for this venture, 

WATSON and I ~l met a JIM HAWKINS, who was an independent 

entrepreneur and formerly employed as the Housing Director for 
the Government of Saipan. WATSON stated that somehow HAWKINS 
was tied into the lobster farming venture. 


During the first or second meeting with HAWKINS over 
the lobster venture, it was appar ent that HAWKINS had no . 
interest in talking to WATSON and I 1 about the investment 

venture, but wanted to talk to us about Micronesia. HAWKINS • 
told us of business opportunities within Micronesia and 
specifically of a $150,000,000 trust fund being set up for the 
Marshall Islands Government who were soliciting for management 
of the fun d. HAWKINS continued the discussion to get WATSON and 
I l interest in obtaining the Marshall Islands Government 

as clients to handle management of the trust fund. The Marshall 
Islands Trust Fund was part of a compact of free association s 
between the United States Government and Micronesia for repar¬ 
ation Of the A BOMB TESTING HELD IN THE 1950 *S AT BIKINI ATOLL. 


b6 

b7C 


WATSON advised that the prospect of obtaining the 
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management of a $150,00 0,000 fu nd for E.F.- HUTTON INCORPORATED 
interested both him and 


and therefore after much research 


SON, 


1 and a third employ ee • 

flew 


sometime during late 1983 WA' 

Of E.F. HUTTON INCORPORATED, _ 

to the Marshall Islands. The flight was from Washington, D.C 
to Los Angeles, California; Los Angeles, California, to 
Honolulu, Hawaii; Honolulu, Hawaii, to the Marshall Islands via 
CONTINENTAL AIR MICRONESIA. 


• The three spent three days in Majuro relative to 
E.F. HUTTON INCORPORATED obtaining the trust fund and met 
everyone in the Marshall Islands Government including Chief and 
President for Life, AMATO KABOHA (phonetic). He indicated that 
the E.F. HUTTON group hit it off with the Majuro Government 
which facilitated and acted as a "green light" to deal with other 
Micronesian Governments and the Government of Saipan. Overall 
WATSON indicated that they were well received and the presentation 
of the E.F. HUTTON INCORPORATED sales pitch to obtain the trust 
fund consisting of WATSON renting a 50 to 60 foot sailboat, 
filling it with cases of cold beer and entertaining the entourage 
of Majuro Government officials. 


After the three day presentation, the three HUTTON 
employees proceeded to Saipan via GUAM to see if there was any 
interest or activity for E.F. HUTTON INCORPORATED in investment 
banking ventures. 

WATSON stated that while in Guam overnight during casual 
conversations with HAWKINS it appeared that he (HAWKINS) was 
very much plugged into Micronesia in that he knew everybody and 
everybody of importance knew him. 

After arriving in Saipan and touring the Island, it was 
readily apparent that the tourist trade should and could be 
developed more extensively. WATSON advised that S a ip am--is the 
"Niagara Falls" of Japanese honeymooners and that the ^tourist 
facilities and accommodations on the Island are not adeq uate 
to support t he influx of Japanese honeymooners. WATSON, I l 

and I I discussed this at length and determined that it was 

a potential target area of investment banking ventures to develop 
Saipan for the tourist trade. 


b6 ' 
b7C 


b6 

b7C 
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While in Saipan the E.F. HUTTON group met with various 
Saipan Government officials who perceived them as the "great 
white hope" for bringing investment capital into the Island 
to develop their virtually non-existent tourist industry.. 


Dur ing this visit, HAWKINS introduced the three HUTTON 


emplgyees to|_| of MICROL CORPORATION, which 

is a su bsidiar y and owned by ADKINS KAROLL., Guam. In addition, 


] is also 


7 1 of the SAIPAN HOUSING FUND and a 

"big wheel" on the Island and close friend of HAWKI NS. J~ - 
shortly after their visit to Saipan was promoted as 
of MICROL CORPORATION. 


] 


b6 

b7C 


Through HAWKINS, the E.F. HUTTON group also met LARRY 
HILLBLOOM, one of the founders of DHL CORPORATION and principal 
owner of the BANK OF SAIPAN. WATSON indicated that HILLBLOOM 
became a good friend and key introducer for the group to members 
of the Saipan Government. 


He indicated that WATSON and 


Jhad a financial 


agreement with HAWKINS in which he, HAWKINS, would receive a 
25% compensation as a consultant for the HUTTON group. The 
compensation to be paid to HAWKINS would be received for any 
accounts, clients generated for E.F. HUTTON INCORPORATED, and 
paid to HA WKINS of f of the top of commissions received by 
WATSON and I L 


be 

b7C 


WATSON indicated that it is a violation of the NEW YORK 
STOCK EXCHANGE (NYSE) rules and E.F. HUTTON INCORPORATED policy 
to carry on this type of business practice, however, it is 
commonly and frequently done throughout the business. 


W ATSON st ated that every step arid procedure handled by 
WATSON and I I toward investment capital ventures was, told to 

and approved by | L | 

E.F. HUTTON INCORPORATED of their office. In addition', | | 

was instrumental in selling the investment venture program of 
developing the Saipan tourist trade to the New York Headquarters 
of the firm. 


WATSON stated that the E.F, HUTTON group.trip to Saipan 
is known within the business as a relationship development trip 
and while staying in Saipan, the group presented a very high 
profile which consisted of throwing numerous parties, dinner 
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engagements and various functions for Saipan business men and 
government officials. 


During this trip, WATSON andj 
candid m eeting be tween H ILLBLOOM and 
as (aka) I , who 


is 


1 had an extremely 
J. also known 


be 

b7C 


_ _business man on Saipan 

and business partner of HILLBLOOM in the BANK OF SAIPAN. The 
candid meeting was related to Governor PEDRO A. TENORIO, Commonwealth 
of the Northern Marianas Island, Saipan. Basically, HI LLBLOOM 
and |_ 


]over a two day period taught WATSON and 


how to do business and how business was done on Saipan in that: 
political influence and support was directly tied to doing 
business on the Islands? political influence is directly tied 
into businesses on Saipan; and favorable political influence 
required a piece of the action or cash compensation. 


WATSON recalled that one business aspect for which they 
went to Saipan initially was to secure the administration and 
management of the SAIPAN HOUSING FUND which was at the time being 
administered by the BANK OF GUAM and consisted of a couple of 
million dollars. The BANK OF GUAM was paying exceptionally 
low interest return on the SAIPAN HOUSING FUND to the Saipan 
Government and therefore the E.F. HUTTON group attempted to 
secure the administration of this fund in which the Saipan 
Government could realize in the neighborhood of 14% interest 
return. 


WATSON recalled that I 1 on the last day of their 

trip suggested to WATSON during dinner to retain him as a b6 

consultant in an effort to secure the HOUSING FUND for b7 

E.F. HUTTON INCORPORATED and to smooth things out with the 
Saipan Government. 


He indicated that the people of Micronesia have no 
concept of conflict of interests and that corruption is*a 
way of life and no big deal. 


I 


WATSON and 


entered into an agreement with 


similar to HAWKINS that if anything became of their 


investment ventures on Saipan and if E.F. HUTTON INCORPO RATED 
received the SAIPAN HOUSING FUND administration then he, 


would be rewarded and compensated as a consultant only on "cash 
on delivery". 


] 


b6 

b7C 
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WATSON and I I did not like the idea of buy ing business 

but were in a position of doubling their yield with E.F. HUTTON 
if they could lock down management of the accounts ana generated 
capital venture investment in the development of tourist industry 
on Saipan. ' ' b7 

WATSON advised that HAWKINS’ responsibility was basically 
to sell the E.F . HUTTON group to the people and officials of 
Saioan. I I during the next 12 months' did everything in his. 

power to get E.F. HUTTON INCORPORATED the SAIPAN HOUSING FUND 
account. 

Purportedly | ~| since WATSON’s incarceration was 

awarded administration of the SAIPAN HOUSING FUND, - —I shortly 

after receiving the HOUSING FUND account with E.F. HUTTON_ b7( 

INCORPORATED left that firm and is presently with |— —J 

| ~| / Washington, D.C. When I I left 

E.F. HUTTON INCORPORATED, he left and took with him the SAIPAN 
HOUSING FUND account. 

WATSON continued that a l l not related t o 

I was the Saipan Government ! J °i the 

SAIPAN HOUSING FUND and is a real Bureaucrat. This individual 
did everything possible to sabotage WATSON's and | | . 

efforts to obtain the SAIPAN HOUSING FUND accoun tand to main tain 
it with the BANK OF GUAM and undo all efforts of | I 

to get the account transferred. 

SAl Iquestioned WATSON as to what favors were__ 

given to ! I for his consulting efforts to which WATSON 

indicated! |received a round trip first class airline 

ticket from Guam to Tokyo, Japan, to Honolulu, Hawaii, on < 
NORTHWEST ORIENT which was valued at $3000 to $4,000. In.addition aV 

I- gave WATSON and ! ~| $50,000 to $60,000 of his personal •%- 

funds to manage_j2iL_an E.F. HUTTON INCORPO RATED accountv Under . 
the account of ! I . WATSON and I I did some personal favors 

such as buying hot offerings on the stock market to which |-1 

received $10,000 profit over a period of. a few months. b7 

WATSON at this time indicated that the specific dates 
of contacts and travel to Saipan could be firmed up through 
examination of his personal travel records maintained m storage 
with his fiancee in Washington, D.C. 

WATSON continued that_ after their first trip to 

Saipan continues to be very productive in an effort to generate 
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the SAIPAN HOUSING FUND for B.F. HUTTON INCORPORATED, however, 
they were running into a "proverbial brick wall" with the 
Saipan Government and it was therefore suggested to approach 
Governor TENORIO in efforts to obtain the account. 


WATSON recalled that while on the fir st trip to Saipan 


]of getting 


he expressed interest to HILLBLOOM and_ 

investment funding for the Saipan tourist t rade dev elopment. 

In respect to this conversation, WATSON and I I were told 

that it was n o proble m with the right polit ical influen ce. Both 
HILLBLOOM and I I b rought up the name of I I 

I I of WAH KONG SHIPPING & INVESTMENT. COMPANY, 

Hong Kong, who wo uld po ssibly be interested in investment 
capital venture. | | is one of the wealthiest men in the 

Far East and the world with assets valued over one billion 
dollars. 


b6 

b7C 


_ Ul timate ly ! l out together a meeting for WATSON and 

I with | | in Hong Kong. 

He indicated that WAH KONG SHIPPING & INVESTMENT COMPANY 
owns and operates the HYATT REGENCY HOTEL located on Saipan. 


Upon completion of their visit to Saipan, WATSON and 
I ~l went to Manila, Philippines,: for business on an unrelated 

venture and thereafter flew to Hong Kong to meet |. 


_ T he nex t day after arrival in Hong Kong, WATSON and 

I met I I at 11;Q0 A.M., however/ he does not recall the 
specific date. The meeting occurred in the conference room of 
the Corporate Headquarters for WA H KONG SHIPPING & INVESTMENT 

COMPANY and was solely wit h I l The meeting lasted for_ 

approximately 45 minutes. I [ impressed, both WATSON and_ 

as to his wealth and contacts with individual in Saipan. 


be 

b7C 


During the meeting, ! | related problems encountered 
with officials of the Saipan Government in the corporations 
running and administering of the HYATT REGENCY HOTEL primarily 
pertaining to occupancy certificates, expansion zoning regulations 
and the selling of alcohol licensing. I I related that all of be 
minor difficulties encounter ed at the HYATT REGENCY were handled b7c 
solely by Governor TENORIO. I I continued to relate that if 
an individual knew how to play by the rules of the game that 
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Saipan held great inv estmen t potential. WATSON'.specifically_ 
recalls that h e asked |~ ~1 what rules o f the ga me were on Saipan 

responded that WATSON and [ 


to which 


seemed quite 


intelligent and articulate and that they have already found out 
what the rules are on Saipan. 


WATSON indicated that the meeting with I I was very 
productive and both agreed to work jointly on some tourist 
investment ventures on Saipan. 


b6 

b7C 


At the completion of the meeting, I I told WATSON and 
1 t hat yo u don't have to be competitive to do business on 
Saipan. I I during the meeting appeared to word the conversations b6 
very carefully, b7c 


After WATSON and I 

they, flew back to Washington, D.C. 


meeting with 


on Hong Kong, 


WATSON indicated that it is a normal policy of 
E.P. HUTTON INCORPORATED for their employees to cover business 
expenses from their own salary and commissions, thereafter upon 
the signing of a new client or management account would receive 
a big commission on sale which would cover expenses. At the 
beginning it was determined that the investment venture on 
Saipan would take longer than expected. 

While back in Washington, D.C., WATSON and | | did 

considerable amount of followup process and learning everything 
there is to know about Micronesia through the tutoring of 
two individuals with the Micronesian Status Negotiation Office 
of the U.S. DEPARTMENT OF INTERIOR (DOI) , Washington. 


WATSON recalled that one individual with this office 
was a Negro male lawyer in his mid 30 1 s who was married to' a 
Micronesian. During the course of their tutoring and learning 
to facilitate their contacts and awarding of the ventures, this 
individual repeatedly"'told them'to be circumspect with dealing ', 
with the Saipan ^Government '.officials . that_they • all were .corrupt' 
all r the way to the GovernorT.* 


The second individual who tutored WATSON and | 
a Marshallese Asian Islander male in his mid 50 f s. 


was 


During the tutoring process, both WATSON and I I 

became' very friendly with the DOI employees and assisted them 
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in understanding the.very fundamental nuances of how things 
operate, happen, and are approached by- the Wicronesians and on 
Saipan- This tutoring and learning process was very useful 
to them in further dealing and contacts on Saipan. 

WATSON advised that shortly thereafter he and I ~1 

effected an agreement with the Government of the Marshall Islands 
as clients for E.F. HUTTON INCORPORATED, specifically for the 
cash management of their assets and funds. Obtaining the 
Marshall Islands group as client s for E. F. HUTTON INCORPORATED 
greatly assisted both WATSON and I I in building credibility 

for their capital ventures on Saipan. 

At this point the interview was terminated for lunch 
until 12 j 00 noon. 

At 12:00 noon the interview was continued and WATSON 
furnished the following: 

WATSON related the following intelligence information 
pertaining to business dealings on Saipan, He advised that he 
has no direct knowledge pertaining to the following information 
however, was informed of the information through his extensive 
business activities for E.F. HUTTON INCORPORATED. 

In early 1980 a firm known as INTERNATIONAL (LAST NAME 
UNKNOWN), a British Corporation, which builds electrical power 
plants went to Micronesia and contracted to build power plants 
throughout the Islands. Specifically they built a plant in the 
Marshall Islands for an exorbitant cost which was financed by 
MIDLAND BANK solely with no capital investment or cost to the 
Marshall Islands Government. Chief and President KABOHA and 
other Marshall Islands politicans were purportedly put on the 
payroll during the construction of the power plant as consultants. 

In the same vein. Governor TENORIO of Saipan was also 
attempting to get approval and authorization from the 'Saipan' 
Government to have the same British Corporation build, a power 
plant on Rota (phonetic) Island. This purportedly was to be a 
hugh electrical power plant big enough to power a city of 
considerable population yet the Island had a very sparse 
population and did not need an electrical generating plant of 
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this size. Ultimately the Saipan Government through considerable 
public opposition was able to get Governor TENORIO's proposal • 
killed.. However, Governor TENORIO was .able to get a sister 
electrical power plant built by this British Corporation on 
the Island of Taleu (phonetic) at considerable cost to the 
Saipan Government. WATSON advised that during his frequent trips 
to Saipan comments were heard that Governor TENORIO received a 
substantial monetary kickback from the British Corporation 
building the electrical power plant. 

. WATSON advised that overall the entire Saipan Government 
functions in a totally corrupt climate, 

_ WATSON recalled that during one trip in which he and 

_ went to Saipan they were informed by HILLBLOOM and 

executives of the BANK OF SAIPAN that they desired on behalf of 
the bank's clients to obtain investments and securities solely 
in the bank's name without divulging the identities of the 
investment clients and to hold the investments and securities 
outside of the United States. WATSON advised that the purpose 
and motivation would be to circumvent the United States income 
" tax, to circumvent embarrassment of the considerable amount of 
wealth held by the Saipan clients and to all eviate o r hide the 
concept of constructive receipt. WATSON and I I explored and 

were ultimately successful in booking this business activities 
for E.F. HUTTON INCORPORATED through the London, England, and 
Geneva, Switzerland, offices. 


_ WATSON stated that on or about September 1984 he and 

I went to London, England, to meet HILLBLOOM who has a 
residence in that country. Primarily the meeting with HILLBLOOM 
was for two reasons, primarily to attempt to obtain a cash 
management contract account with DHL and to discuss the Saipan 
investment ventures and administration of the SAIPAN HOUSING 
FUND. During the meetings, HILLBLOOM and his partner \ 

DHL = 5l2PJL» ir fl8II=,xHa*P u II2l n aOOfl«lK.® i ' m ™ 


be • 

b7C 


HILLBLOOM who has nothing to do with the SAIPAN HOUSING FUND told 
WATSON and I I what changes were needed to their prospective 

proposal previously submitted to the Saipan Government and that 
they would have to reduce the interest of return from 14% to a 
lesser percentage. In addition, HILLBLOOM wanted WATSON to increase 
their fees to reduce Saipan's interest accrual. WATSON pressed 
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HILLBLOOM as to what he meant to which he told WATSON that 
he (WATSON) would find out more when they met Governor TENORIO 
after which E.F. HUTTON INCORPORATED would get the SAIPAN 
housing fund account. 


WATSON and[ 


]during this time continued to press 


the iss ue of getting the SAIPAN HOUSING FUND account with 
and HILLBLOOM, 


_Sometime during the second week of October 1984, WATSON be 

and I I flew again to Saipan from Washington, D.C. This b7c 

resulted in an overnight layover in Guam, Philippenes* 

While in Guam, WATSON and I 1 met HAWKINS who informed 

them that everything in regard to the SAIPAN HOUSING FUND account 
was set up. 

The next day | | and HAWKINS arrived in 

Saipan and met HILLBLOOM who had already flown from London, 

England, and in route, had drafted new banking provisions and 
proposals which placed the Saipan banking laws under a grandfather 
clause as an uninsured bank to defeat U.S, CONGRESS' new approved 
legislation which empowered all Micronesian Commonwealth Banks 
under the United States to be regulated under the provisions 
of the FEDERAL DEPOSIT INSURANCE CORPORATION (FDIC) . - 


WATSON related that purportedly Governor TENORIO was 
directly related to the failure of the Commonwealth Bank of 
Saipan by first taking out all government funds and instituting 
new laws and legislation making it harder for the bank to function 
which resulted on depositors run on the bank and ultimate shutting 
down of the bank by the Saipan Government. This resulted in the ' 
BANK OF SAIPAN as the only commercial institution entity on ' 
Saipan, holding a monopoly on banking throughout the Marianas 
Islands. Coincidentially Governor TENORIO is listed as,,.one of 
* the major shareholders for this bank. 


WATSON advised that the[ 


for the BANK OF SAIPAN, 


an American citizen who formerly worked for the FINANCIAL 
CORPORAT ION OF AMERICA in California, was recruited to be the 

_| for three times his normal salary while in the United 

States. ^ WATSON advised that this individuals could be very 
beneficial in furnishing information of corruption within the 
Saipan Government due to the fact that he is very disgruntled 


bo 

b7C 
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.w.ith .his employment at the BANK OF SAIPAN- and has been stifled 
in efforts to generate legitimate depositors. 

The BANK OF SAIPAN is considered a joke and makes no 
efforts in obtaining new depositors or investors and-is solely 
a vehicle for Governor TENORIO and his cronies and close friends 
to hide their illegal activities and investments. 


During this October 1984 trip to Saipan# HILLBLOOM 
told WATSON that for E.F, HUTTON INCORPORATED to get the 
SAIPAN HOUSING FUND account that the BANK OF SAIPAN would be 
the intermediary between the Saipan Government. WATSON advised 
that this was approached to him to allow the BANK OF SAIPAN and 
its major stockholders and executives to get a piece of .the 
action directly. He advised that GOVERNOR TENORIO would get a 
piece of the action from E.F. HUTTON as well as from the BANK 
OF SAIPAN off of the SAIPAN HOUSING FUND account management. 

He advised that during this trip all conversations with HILLBLOOM 
and 


were more blunt and open, 


, | | told WATSON that he wanted his daughter's tuition 

'taken care of at a school in California and wanted to receive 
$40,000 per year for his consulting fee plus the add itional bac k- 
i in commission previously discussed out of WATSON and I 
\profits. 


be 

b7C 


WATSON advised that HILLBLOOM wanted his piece of the 
action through the BANK OF SAIPAN primarily not interest .in the 
monetary gain but as a vehicle to increase his power stature in 
Saipan and throughout the Northern Marianas Island group. 

WATSON had been lead to believe that | I 

initially was paid off to keep quiet but.ultimately learned.that 
he was causing problems for E.F. HUTTON INCORPORATED in taking 
the HOUSING FUND account away from the BANK OF GUAM because 
was being paid by the BANK OF GUAM to circumvent 
their activities. 

On this trip to Saipan, WATSON personally met Governor 
TENORIO in his office. He described Governor TENORIO as the 
Saipan version of a "good ole boy". The meeting was strictly one 
on one between WATSON and Governor TENORIO. WATSON was driven 
to the Governor's office by HAWKINS who sat outside in the 
secretary’s reception room area. This was the first time that 
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WATSON had met Governor TENORIO alone in which 


was not 


present and none of Governor TENORIO*s close friends and cronies 
were not around. 


be 

b7C 


WATSON recalled that the meeting lasted for approximately 
30 minutes of which the first 15 minutes was about general 
conversation pertaining to Saipan, the tourist trade, and other 
legitimate business activities. He advised that after the 
small talk generalities, Governor TENORIO became very serious 
and told WATSON that he felt that E.P. HUTTON INCORPORATED ' 
could do a lot of good with the SAIPAN HOUSING FUND. Governor 
TENORIO told WATSON that the BANK OF GUAM was presently 
administering the fund account and that it was very difficult 
for him to get the fund account transferred due to the 
complex political complications which would result in such a 
transfer to E.F. HUTTON INCORPORATED. 

Governor TENORIO then discussed with WATSON making the 
BANK OF SAIPAN the intermediary in the administration of the 
fund account and if this has been approved by E.F. HUTTON 
INCORPORATED officials and firmed up with HILLBLOOM. WATSON 
assured Governor TENORIO that all aspects have been resolved. 


At this point, Governor TENORIO mentioned that HILLBLOOM 
indicates that E.F. HUTTON INCORPORATED will be very friendly to 
his friends and himself to which WATSON asked him what he meant 
and that if Governor TENORIO was referring to favors. 

Governor TENORIO said no that the favors had already been 

done. 


Governor TENORIO then related that he wanted information, 
on investment opportunities and asked WATSON to open an investment 
account with E.F. HUTTON INCORPORATED for $10,000 through the 
BANK OF SAIPAN. WATSON assured Governor TENORIO that this- can 
be done and that the initial funds would be drawn from -his account 
at the bank. 0 

At this point, Governor TENORIO became very angry and 
adament about WATSON opening the investment account directly 
with HILLBLOOM which would be funded strictly from E..F, HUTTON 
funds for the total $10,000, WATSON advised that he assured 
Governor TENORIO that this would occur after which he became more 
jovial. 
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‘ Governor TENORIO then assured WATSQN.,that everything 
was going smoothly to which WATSON informed him that his account 
would be opened with E.F. HUTTON INCORPORATED in the first 
quarter of 1985. Governor TENORIO assured WATSON that 
E.F. HUTTON would be awarded the management of the SAIPAN HOUSING 
FUND during the first part of 1985. 

. WATSON advised he is not sure if the payoff of $10,000 
from E.F. HUTTON funds were made opening an investment account 
for Governor TENORIO or not since he, WATSON, left the fir m in 
the first part of January 1985. WATSON feels that I I 

did ultimately get the SAIPAN HOUSIN G FUND accoun t shortly . 
thereafter and after transferring to l 1 took this 

account with him. 

WATSON recalled that one of the deals on the SAIPAN 
HOUSING FUND account was to bring one of Governor TENORIO * s 
relatives to work at E.F. HUTTON INCORPORATED in the New York 
Headquarters and train him in financing. He feels that basically 
this was to give Governor TENORIO 1 s relative a $100,000 per 
year job for gratus. 

He indicated that the Saipan Government and Governor 
TENORIO and cronies have no consideration for the best interest 
of the North Marianas Island population only to increase their 
personal wealth and power. 

_ 9A I I questioned WATSON if he was acquainted with 

I to Governor TENORIO, b6 

to which he replied that he never met or spoke to this individual b7c 
but knows him as Governor TENORIO's "lackey". 

He stated that throughout his business dealings and' 
contacts with Governor TENORIO, Governor TENORIO never attempted 
to insulate himself from any of the corruption or deal makings 
through the use of an intermediary. All of Governor TJBNORIO's 
activities were strictly up front and through him. 

Upon completion of the interview, WATSON advised that on 
September 11, 1987 he will have a Rule 35 Reduction of Sentence 
hearing pertaining to the charges for which he is incarcerated. 

He advised that he does not like being shaken down by Governor 
TENORIO and his cronies as well as the Saipan Government which 
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Continuation of F0-302 of _B A R TON HARRY WATSON 
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is the predication for this interview. •' Specifically he is not 
looking for any deals or reduction of sentencing for his• 
cooperation, however, when released from his incarceration and 
serving time on his sentence ,• wants to be in a position to do 
business in the Par East again. 


WATSON stated that the risk to his future career as an 
investment banker if he testifys is not worth getting out of 
prison early for. WATSON feels that he has satisfied his j 
moral duty and obligation in allowing this interview, WATSON 
stated that he is therefore not sure if he is willing to 
act any further•as a government witness and to testify regarding 
the above information. 


his J 
the 


He indicated that all tra vel records are in storag e with 


1 who is [ 


in Washington, D.C. 


for 


16 

b7C 


The interview of BARTON HARRY WATSON, III was terminated 
at this point. 
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INTERROGATION; ADVICE OF RIGHTS 


YOUR RIGHTS 




Place <^r) (pva^Ogvvv 

Date qiauVf 

Time S'.-AT Am 




CM N\\ 


Before we ask you any questions, you must understand your rights. 

You have the right to remain silent. 

Anything you say can be used against you in court. 

You have the right to talk to a lawyer for advice before we ask you any 
questions and to have him with you during questioning. 

If you cannot afford a lawyer, one will be appointed for you before any 
questioning if you wish. 

If you decide to answer questions now without a lawyer present, you 
will still have the right to stop answering at any time. You also have the right 
to stop answering at any time until you talk to a lawyer. 

WAIVER OF RIGHTS 

I have read this statement of my rights and I understand what my rights 
are. I am willing to make a statement and answer questions. I do not want a 
lawyer at this time. I understand and know what I am doing. No promises or 
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Description of Property or Exhibit 


COPY OF ANONYMOUS CORRESPONDENCE RE LARRY LEE HILLBLOM 



SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (Initial and Date) 









' Bulky Exhibit * Inventory of Property Acquirei 
FD-192 (Rev. 7-18-85) 


Evidence 


Date 

Title and Character of Case 


3/2/89 


PEDRO A TENORIO, GOVERNOR, CNMI, 
ETAL; 

CSLPO 


Date Property Acquired 

1/23/89 

Source From Which Property Acquired 

US CUSTOMS AGENTS 

Location of Property or Bulky Exhibit 

GRA 

Reason for Retention of Property and Efforts Made to Dispose of Same 

INTELLIGENCE 

To Be Returned 
□ Yes gpio 

See Serial 

Agent Submittina ProDertv or Exhibit 

Agent Assinneri Hasp 

SA 

SA 1 




□ Yes KKNo Grand Jury Property - Disseminate Only Pursuant to Rule 6(e), Federal Rules of Criminal Procedure. 


□ Yes □ No Property to be Forfeited to the Government 
Description of Property or Exhibit 


US CUSTOMS INVESTIGATIVE REPORTS RE DHL CORPORATION 


(COPIES) 


For Valuable and/or Narcotics Evidence Only 

Signature of Two 

Evidence Bag Seal #_ Special Agents __ 

Verifying and Sealing 

Bag Contents _ 

SEMIANNUAL INVENTORY CERTIFICATION TO JUSTIFY RETENTION OF PROPERTY (Initial and Date) 


Field File # 194A— jZJ 

00: HN _ 


BLOCK STAMP 



i.ui 5 m 

r:i - r:o 

- 


ORIGINAL (FILE COPY) 






FD«6 (F&-i 8-26-82) 




TRANS&IX->IA: 
JSf Teletype 

□ Facsimile 

□ _ 


FBI 

PRECEDENCE: 

□ Immediate 

□ Priority 
IS Routine 


# 




CLASSIFICATION: 

□ TOP SECRET 

□ SECRET 

□ CONFIDENTIAL 

□ UNCLAS E FTO , , , 

# UNCLAS S3 y/ 3 /W 

Date - 4 -^a 



FM FBI HONOLULU (P) (GRA) 


rox nujNUXAJijU (P) (GRA) / *~ 

FBI PHILADELPHIA/ROUTINE/ (a^C - PG,„ / ^ 

/ 






SUBJECT: I l *hh~7 ^ 

ON 9/8/87, < gARTON HARRY W^TS^N, II l7yINMATE, REGISTRY NUMBER 
11385-016, DOB 10/18/60, U.S. BUREAU OF PRISONS, U.S. 


_ PENITENTIARY, FARM CAMP, LEW^SBURG, PENNSYLVANIA, WAS INTERVIEWED 
BY WRA SA | | . AT THAT TIME, WATSON PROVIDED 

INFORMATION ON PUBLIC CORRUPTION IN THE CNMI. SOMETIME IN 10/87, 
(INDICATED A ILLINGNESS TO ASSIST THE FBI AND PLANS WERE 


be 

b7C 


MADE FOR WATSON OME TO GUAM. BECAUSE OF OTHER COMMITMENTS IN 
THE GRA, THESE WERE CANCELED. AT THE PRESENT TIME, THE GRA 
IS INTERESTED / TACTING WATSON TO SEE IF HE IS STILL 



|{P rt'+e/-joo 

so&z -/zi<j 



Approved: 




Searched-- 

Indexed---———- 
SeriaHzecL^c,..— 
Filed-^*— 


b6 

b7C 
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FD-66T(Rev. "8-26-82) 


« 

TRANSMIT ^IA: 

PRECEDENCE: 

CLASSIFICATION: 

□ Teletype 

□ Immediate 

□ TOP SECRET 

□ Facsimile 

□ Priority 

□ SECRET 

□ 

_ □ Routine 

□ CONFIDENTIAL 

□ UNCLAS E FT O 

□ UNCLAS 

* 

- 

Date 


A PAGE TWO DE HN (194C-NEW) UNCLAS 
INTERESTED IN ASSISTING THE FBI. 

LEADS: 

' PHILADELPHIA DIVISION 
AT LEWISBURG, PENNSYLVANIA 

WILL CONTACT WATSON AT U.S. PENITENTIARY TO DETERMINE IF 
WATSON IS AGREEABLE TO ASSISTING THE FBI IN THE INVESTIGATION OF 
CORRUPTION IN THE CNMI. 

BT 


Transmitted 


Approved: 


(Number) (Time) 


Per 



















F £ % 


PAGE TWO DE PH 0021 UNCIAS 

INCARCERATED AT THE INSTITUTION FARM CAMP WAS TRANSFERRED ON 
DECEMBER 29, 1988, TO THE FEDERAL PRISON CAMP (FPC), ALLENWOOD, 
PENNSYLVANIA. 

ON FEBRUARY 17, 1989, WATSON WAS CONTACTED AND INTERVIEWED 
AT THE FPC, ALLENWOOD, BY SA | | PHILADELPHIA 

DIVISION, AS REQUESTED. 

WATSON CONTINUED TO INDICATE A WILLINGNESS TO COOPERATE IN 
CAPTIONED MATTER. WATSON EXPRESSED FULL COOPERATION WITH 
HONOLULU DIVISION, GUAM RESIDENT AGENCY, HOWEVER, REQUESTS THAT 
ANY WRIT OR SUBPOENA TRANSFER OCCUR AFTER HIS PAROLE DATE 
SCHEDULED FOR MAY 29,1989. THIS WILL ELIMINATE THE NECESSITY OF 
HOUSING WATSON WHILE A FEDERAL PRISONER WITHIN THE GUAM JAIL. 
WATSON TENTATIVELY, UPON PAROLE RELEASE, WILL RESIDE IN CARE OF 



□ 


BT 

#0021 



NNNN 









INBOX. 6 (#634) 


TEXT: 

VZCZCEHO011 
PP HN 

DE PH #0011 0760107 
ZNR UUUUU 
P 030202Z MAR 89 

EM EBI PHILADELPHIA (194C-485) (WRA) (RUC) 
TO EBI HONOLULU (194B-100) (GRA)/PRIORITY/ 
BT 

UNCLAS 

CITE: //3620:4288// 


SUBJECT: [ 


L 


] BOARD OF DIRECTORS, ECONOMIC 
E^EIOEMENT LOAN FUND, SIAPAN, CNMI; JAMES E. I^JKINS, DBA 
COMMONWEALTH PACIFIC CORPORATION, P.O. BOX 96, CAPITOL HILL, 

RURAL BRANCH, SIAPAN, CNMI; ALPHA ASSOCIATES, INCORPORATED, P.O. 
BOX 103, CAPITOL HILL, RURAL BRANCH, SIAPAN, CNMI; FAG-DOI; 

00: HONOLULU. 

RE HONOLULU, GUAM RESIDENT AGENCY (GRA), TELCALL OF SPECIAL 
AGENT (SA) I I TO PHILADELPHIA, WILLIAMSPORT RESIDENT 

3/15/89; AND PHILADELPHIA 


AGENCY (WRA), SA 


DIVISION TELCALL TO HONOLULU DIVISION, 3/16/89. 



b6 

. b7C 










PAGE TWO DE EH 0011 UNCLAS 


ON MARCH 16, 1989, JOSEEH P. CLASS, SUPERINTENDENT, U.S. 
BUREAU OF PRISONS, FEDERAL PRISON CAMP (FPC), AT.LENWOOD, 
PENNSYLVANIA, WAS CONTACTED PER REQUEST AND AUTHORIZED TELEPHONE 
CALL OCCUR BETWEEN SA | I HONOLULU DIVISION, GRA, AND 

INMATE BARTON HARRY WATSON, III, REGISTRY NUMBER 11385-016, 
INCARCERATED AT THAT INSTITUTION. 

FPC 'AUTHORITIES HAVE SCHEDULED WATSON TO BE ON STANDBY 
AWAITING SA l I tELCALL TO OCCUR 5:00 P.M. EASTERN STANDARD 

TIME, MARCH 16, 1989 (8:00 A.M., MARCH 17, 1989, GUAM TIME) 
THROUGH TELEPHONE NUMBER (717) 547-1641, EXTENSION 243. 

SA | | SHOULD PLACE TELEPHONE CALL PUNCTUALLY TO 


ALLEVIATE PROBLEMS IN REACHING WATSON. 

ON SAME DATE WATSON WAS CONTACTED BY SA 
APPRISED OF SCHEDULED TELCALL OF SA 


WRA, AND 


WATSON AGAIN 


EXPRESSED FULL COOPERATION WITH HONOLULU DIVISION, GRA, IN 
CAPTIONED MATTER. 

HONOLULU DIVISION WILL IMMEDIATELY TELEPHONE SA l I 

GRA, RE THE ABOVE. 


BT 

#0011 


be 

b7C 


be 

b7C 
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FD-302 (REV. 3-10-82) 



FEDERAL BUREAU OF INVESTIGATION 


1 


3 / 06/89 

Date of transcription_ 


_ On Ja nuary 23, 1989, U.S. C USTOMS AgentsI 

I I provided Special Agent I 

of their investigative files on the DHL CORPORATION, 
found in the IB Section of this file. 


_land 

Jwith excerpts 
These can be 


b6 

b7C 


1/23/89 


Agana, Guam 


HN 194A-121 — £ 


Investigation on 


at 


File # 


SA 


by_ 


bds 


C 


3/02/89 


_Date dictated. 


b6 

b7C 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI arid is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 








FD-302 (REV. 3-10-82) 


9 9 


FEDERAL BUREAU OF INVESTIGATION 


3 / 6/89 

Date of transcription_ 


On January 23, 1989, G uam United States A ttorney K. WILLIAM 
O'CONNOR provided Special Agent | with a copy of an 
anonymous correspondence providing details on LARRY LEE HILLBLOM, 

DHL CORPORATION and the BANK OP SAIPAN. The correspondence was 
received by the DEPARTMENT OF JUSTICE in 1987. The copy can be 
found in the IB Section of this file. 


1/23/89 Agana, Guam HN 194A-121 - (& 

Investigation on_at_File #__ 



This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; 
cl and its contents are not to be distributed outside your agency. 










FD-302 (Rev. 3-10-82) 




FEDERAL BUREAU OF INVESTIGATION 


1 


01/23/89 

Date of transcription_ 


Special Agent (SA)[ 


FEDERAL BUREAU OF INVESTIGATION, 
to him in San Francisco. 


BANK OF SAIPAN, contacted 

_fat the Guam Resi dent Agency , 

He was returning SA | | call 


I 1 stated that he is I | of BANK OF SAIPAN 

and will remain so until a replacement for him can be located. He 
is leaving the bank and returning to his home in San Francisco 
because he and his wife found Saipan to be a difficult place to 
live. He stated that the BANK OF SAIPAN was a legitimate bank, but 
was not subject to Federal regulations. He volunteered that the 
bank did not knowingly launder money. 

I I advised that he would be re turning t o Saipan in 

mid-February. He stated that he wou ld call SA| ~lthen and he 

agreed to a face-to-face interview. I I gave | | as 

his contact telephone number in San Francisco. 


b6 % 
b7C 


Investigation on_ 


01/23/89 


Agana, Guam 


HN 


_at. 


_File #_ 


194A-121 -6*/ 


SA 


1 


CX 




This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned to your agency; 
it and its contents are not to be distributed outside your agency. 













FD-36 (Re*, 8-26-82) 


TRANSMIT VIA: 
E3 Teletype 
□ Facsimile 
O _ 


PRECEDENCE: 

□ Immediate 
S Priority 

□ Routine 


CLASSIFICATION: 

□ TOP SECRET 

□ SECRET 

□ CONFIDENTIAL 

□ UNCLAS E F T O 
0 UNCLAS 

Date 


FM FBI HONOLULU (194A-121) (P) (GRA) 

TO DIRECTOR FBI/PRIORITY/ 


UNCLAS 

CITE: //3280:6610// 

SUBJECT: PEDRO P. TENORIO, GOVERNOR, COMMO^ALpi OF| 

NORTHERN MARIANA ISLANDS ^CNMI) ; LARRY L. -HLLSi^t, ©BA BANK OF 

SAIPAN (BOS) ; | [ ACCOUNT EXECUTIVE, E.F. HUTTON, 

^ / ’ 

INC.; BARTON HARRY WATSON, III, AKA BARRY,WATSON, ACCOUNT 

_/_ 

EXECUTIVE, E.F. HUTTON, INC.; I 


BOARD OF DIRECTORS (BOD) , ECONOMIC DEVELOPMENT LOAN FUND (EDLF) , 
CNMI; JAMES E. HAWKINS; CORRUPTION OF STATE AND LOCAL PUBLIC 
OFFICIALS - STATE LEVEL; 00: HONOLULU. 

CAPTIONED CASE INITIATED AN ALLEGATION BY E.F. HUTTON 
EMPLOYEE THAT SOMETIME IN 1984/1985, GOVERNOR PEDRO P. TENORIO 


0) _ >•>-* V _ ' 

\ 

Approved: _ 

t>APOOlu).C% // 


./transmitted 


(Number) 


sr^ 


(mi) 


'/o-i _ 

Searchsd_ 

Indexed_ 


1 /?V"l f 7 

4S _ 












TRANSMIT VIA: 

□ Teletype 

□ Facsimile 

□ _ 


PRECEDENCE: 

□ Immediate 

□ Priority 

□ Routine 


CLASSIFICATION: 

□ TOP SECRET 

□ SECRET 

□ CONFIDENTIAL 

□ UNCLAS E F T O 

□ UNCLAS 

Date _ 


A PAGE TWO DE HN (194A-121) UNCLAS 

DEMANDED A $10,000 PAYMENT IN RETURN FOR HIS APPROVING THE 
DEPOSIT OF $7,000,000 OF FEDERAL FUNDS WITH E.F. HUTTON. FD-761 
AND LHM TO FOLLOW. 

THE INVESTIGATION IS IN ITS EMBRYONIC STAGES AND NO MEDIA 
INQUIRIES ARE ANTICIPATED DUE TO THE FACT THAT THE INVESTIGATION 
IS CURRENTLY BEING CONDUCTED COVERTLY. 

BT 


Transmitted 


Approved: 


(Number) 


(Time) 


Per 


















U.S. Department of Justice 

Federal Bureau of Investigation 

Honolulu, Hawaii 
March 28, 1989 


PEDRO P. TENORIO, GOVERNOR 
COMMONWEALTH OF THE NORTHERN 
MARIANA ISLANDS (CNMI); 

LARRY L. HILLBLOM, doing business as 
Bank of Saipan (BO S); 

I ACCOUNT EXECUTIVE, 

E.F. HUTTON, I^C.; 

BARTON .HARRY WATSON, III, also known as 
Barry Watson, ACCOUNT EXECUTIVE, 

E.F. HUTTON, INC.; b6 

- - -1 b7C 

BOARD OF DIRECTORS (BOD), 

ECONOMIC DEVELOPMENT LOAN FUND (EDLF) , CNMI; 

JAMES E. HAWKINS; 

CORRUPTION OF STATE AND LOCAL PUBLIC 
OFFICIALS - STATE LEVEL 


On September 9, 1987, BARTON HARRY WATSON, III, an 
inmate at the Lewisburg, Pennsylvania, Federal Penitentiary, 
voluntar ily provided infor mation on a conspiracy on the part of 
hirnself, I I. LARRY L. HILLBLOM, Commonwealth of the 

Northern Mariana Islands (CNMI) Gover nor PEDRO P. TENORIO. _ 

ECONOMIC DE VELOPMENT LOAN FUND (EDLF) | I 

I \ and JAMES E. HAWKINS, to use the $7,000,000 of the 

EDLF to provide income to the BANK OF SAIPAN (BOS). 


WATSON advised that in 1984, he and I I both 

Account Executives at E.F. HUTTON, met HAWKINS, an individual 
with many connections in Micronesia. Through HAWKINS , they were 
introduced t o many individuals in the CNMI, including I 
I I the Board of the EDLF. The EDLF was a CNMI 

responsible for giving low-interest loans to CNMI 


agency 
residents. It 


b6 

b7C 


4 - Bureau 
Honolulu 


This document contains neither recommendations 
nor conclusions of the FBI. It is the property 
of the FBI and is loaned to your agency; it and 
its contents are not to be distributed outside 
your agency. 
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PEDRO P. TENORIO, GOVERNOR 
COMMONWEALTH OF THE NORTHERN 
MARIANA ISLANDS I’CNM1 ) : 


% 



was funded with Federal funds and currently had $7,000,000 
invested w ith the BANK OF GUAM at a very low rate of return. 


]set about to make a formal proposal to the EDLF 


WATSON and | 

Board of Directors to have the $7,000,000 invested with E.F 
HUTTON at a higher rate of return. 


WATSON advised that shortly after meetina l 
suggested that he be retained as a consultant in order to 
fac ilitate E.F. HUTTON'S obtaining the ED LF inves tment. WATSON 
and I I entered into an agr eement w ith ] I to this effect. 

Over the next year, WATSON and I I wor ked to obtain the EDLF 

investment. However, even witn | | help, they were unable to 

obtain the investment. 


WATSON further advised 
their travels to the CNMI, he and 
HILLBLOM, who controlled the BOS. 
Saipan 


hat thr oughout the course of 
became friendly with 


•jjihat thy 


[ 


During one of their trips to 
CNMI, HILLBLOM, over a two day period, taught WATSON and 
how business was done on Saipan - political influence was 


directly tied into doing business on Saipan and favorable 
political influence required a piece of the action or cash 
compensation. 


_ WATSON recalled that during one trip in which he and 

I I went to Saipan, they were informed by HILLBLOM and 

executives of the BOS that’they desired, on behalf of the bank's 
clients, to obtain investments and securities solely in the bank's 
nait]e without divulging the identities of the clients and to hold 
the investments and securities outside of the United States. 

WATSON advised that the purpose and motivation would be to 
circumvent the United States income tax, to prevent embarrassment 
caused by the considerable amount of wealth held by the Saipan 
clients and to allev iate or hide the concept of constructive 
receipt. WATSON and | I explored, and were ultimately 

successful, in booking this business activity for E.F. HUTTON 
through their London, England, and Geneva, Switzerland, offices. 

WATSON and I I were unsuccessful in obtaining the 

EDLF investment until HILLBLOM, who had no involvement with the 
EDLF, intervened. Durin g an Oct ober. 1984, trip to Saipan, 
HILLBLOM told WATSON and ! I that for E.F. HUTTON to get the 

EDLF investment, the BOS would have to be an intermediary. In 
effect, the BOS would be skimming interest off the investment with 
E.F. HUTTON. HILLBLOM and HAWKINS both told them that everything 


he 

hlC 


be 

b7C 


be 

b7C 


b6 

b7C 
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PEDRO P. TENORIO, GOVERNOR 
COMMONWEALTH OF THE NORTHERN 
MARIANA ISLANDS (CNMI^: 


was taken care of with Governor TENORIO. Additionally, I 
asked WATSON for $40,000 and for the cost of his daughter's 
tuition at a California school to be taken care of. This was to 
be his compensation as a consultant. WATSON later met with 
TENORIO, who confirmed HILLBLOM's arrangements and further 
demanded that E.F. HUTTON open an account in his name with $10,000 
supplied by E.F. HUTTON. 

In December, 1984, the EDLF invested approximately 
$7,000,000 with E.F. HUTTON. 


On January 16, 1989, Guam United States Att orney K. 
WILLIAty 0' CONNOR and Assistant United States Attorney | 

'advised that if the above allegations could be 


substantiated, they would prosecute the above individuals in the 
District of the Northern Mariana Islands for Title 18, United 
States Code, Section 371, Conspiracy to Defraud the United States; 
Section 1341, Mail Fraud; Section 1343, Fraud By Wire; and Section 
1951, Hobbs Act. 


3* 







" FO-761 (8-8-88) 


TRANSMIT VIA: 

□ Teletype 

□ Facsimile 
|x] A1RTEL 



PRECEDENCE: 

□ Immediate 

□ Priority 

□ Routine 



CLASSIFICATION: 

□ TOPSECRET 

□ SECRET 

□ CONFIDENTIAL 

□ UNCLAS E F T O 

□ UNCLAS 

Date 03/28/89 


To : Director, FBI (Attention: Criminal Investigative Division) 

From : SAC, HONOLULU (194A-121) (P) (GRA) 

Subject: Public Corruption Data Transmittal Form 

1. Title: (use additional page if necessary) 

PEDRO P. TENORIO, GOVERNOR, 

COMMONWEALTH OF THE NORTHERN 
DffeElIANA ISLANDS (CNMI) ; 

2. 0 Enclosed are the original and three copies of a LHM for dissemination purposes. 

(check if appropriate) 

3. Office of Origin File No. 194A - 121 (include alpha) 

4. IE! Initial submission □ Supplemental submission (check one) 

5. Date opened upon SAC authority 03/17/89 _ 

6. Level of subject official (See codes on reverse. Use additional pages, as necessary, for 
additional subjects.) 

Level L01 _ Number of Subject(s) 1 _ 

Level L09 _ Number of Subject(s) 1 _ 

Level_ Number of Subject(s)_ 

7. Indicate which of the following investigative techniques have been utilized to date. 

(check all appropriate boxes) 


Code Number / Description 

Code Number / Description 

Z1 

□ Acct. Tech. Assist. 

Z14 

□ 

Pen Registers 

Z2 

□ Aircraft Assist. 

Z15 

□ 

Photo Coverage 

Z3 

□ Computer Assist. 

Z16 

□ 

Polygraph Assist. 

Z4 

□ Consensual Monitoring 

Z17 

□ 

Search Warrants Use 

Z5 

□ Elsur - FISC 

Z18 

□ 

Show Money Use 

Z6 

□ Elsur-Title ill 

Z19 

□ 

Surveillance Squad Use 

Z7 

□ Eng. Sect. Field Support 

Z20 

□ 

Swat Team 

Z8 

□ Eng. Sect. Tape Exams 

Z21 

□ 

Tech. Agent 

Z9 

□ Hypnosis Assist. 

Z22 

□ 

Telephone Toil Records 

Z10 

□ Ident Div. Assist. 

Z23 

□ 

Group 1 UCO 

Z11 (A) 

□ Symboled Informant 

Z24 

□ 

Group II UCO 

Z11 (B) 

□ Cooperating Witness 

Z25 

□ 

Undercover - Other 

Z11 (C) 

□ Cooperating Subject 

Z26 

□ 

NCAVG/VI - CAP 

Z12 

□ Lab. Div. Exams 

Z27 

□ 

VIA 

Z13 

□ Lab. Div. Field Support 





Field Office 
FBIHQ 

(1 - White-Collar Crimes Section, Public Corruption Unit) 



Approved: 


Transmitted __ Per _ ■ __ 

(Number) (Time) 

Searched_ 

1 dHHL. I ndexed_ 

—KJ^erialized_£^ 

Filed_ 


be 
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E.F. HUTTON, INC.; 

BARTON HARRY WATSON, III, aka 
Barry Watson', ACCOUNT EXECUTIVE, 

E.F. HUTTON^. INC. ; _ 

BOARD OF DIRECTORS (BOD), 

ECONOMIC DEVELOPMENT LOAN FUND (EDLF) , CNMI; 
JAMES E. HAWKINS; 

CORRUPTION OF STATE AND LOCAL PUBLIC 
OFFICIALS - STATE LEVEL 











8. Type of Corruption Investigated (check all appropriate boxes) 

Code Number/Description Code Number/Description 


(A) Judicial Corruption 
A1 □ Federal 
A2 □ State 
A3 □ Local 
A4 □ Territorial 


(B) Legislative Corruption 
B1 □ Federal 

B2 □ State 

B3 □ Local 

B4 □ Territorial 


(C) Contract Corruption 
Cl 0 Federal 
C2 □ State 
C3 □ Local 
C4 □ Territorial 


(D) Regulatory Corruption 
D1 □ Federal 
D2 □ State 
D3 □ Local 
D4 □ Territorial 


(E) Law Enforcement Corruption 

El □ Federal 
E2 □ State 
E3 □ Local 
E4 □ Territorial 


9. Does corruption involve drug related activity? (check one) □ Yes 0 No 

10. Statistical Accomplishments (number since last submission) 

A. Complaints _ F. Acquittal _ 

B. Informants _ G. Recoveries _ 

C. Indictments _ H. Restitutions _ 

D. Convictions _ I. Potential Economic' 

E. Pre-trial Diversions _ Loss Prevented - 


11. Forfeiture Provisions Utilized (check one) □ Yes 0 No 

12. Status of Case (check one) 

□ Pending Preliminary Inquiry 
0 Pending Full Investigation 

□ Closed 


13. Basis for Closing (check one) 

□ U.S. Attorney Declination 

□ Dismissal 

□ Acquittal 

□ Conviction 

□ Administrative by SAC (no other basis involved) 
Additional Administrative Data (if needed): 












Memorandum t 



STATUS OP IRS INVESTIGATION IN GUAM/CNMI 


On 2/1/89, writer was contacte d bv SAI _ | _ 

IRS, Washington, D.C., telephone number I T i I I be 

advised that in approximately 4/88, he was attempting to obtain bic 

the Federal tax return of a California resident. The return had 

not been filed with the IRS. The IRS was informed that it was 

filed in the CNM I because the taxpayer was now a citizen of the 

CNMI. I I went to Saipan and attempted to get the return. 

He was told by the officials there that the IRS had no 
jurisdiction in the CNMI and they would not give him the return. 

_I advised that the IRS Legal Counsel decided not to pursue 

the matter unless information could be obtained showing criminal 
activity on the part of the taxpayer. The IRS has no ongoing 
investigation at this time. 
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HN 194A-NEW 
PMC: dap 

1^0 

On January 17, 1989, Special Agent l~ l 

conducted the following investigation in Agana, Guam: 


Special Agent | I called the BANK OF SAIPAN in 

Saipan at 67Q-234-7694., He was advised by an unidentified male 


that 


number is [ 


___ 1 was 

was in Hawaii for a week. 


] 


off-isl and for anot her month. 

]home telephone 


.b6 

b7C 






A 








Memorandum 



To 


Date 

SAC, HONOLULU (194A-NEW) (P) (GRA) 3/8/89 


From : 


Subject : 




PEDRO A. TENORIO, 
GOVERNOR, 

COMMONWEALTH OP THE 
NORTHERN MARIANA ISLANDS, 
Et Al; 

CSLPO 

00: HONOLULU 



b6 

b7C 


On March 6, 1989, S pecial Agentf I was 

advised by U. S. CUSTOMS Agen t ! I that INTERNAL REVENU E 

SERVICE Ag ent | | had advised him that l I or 

1 FE DERAL DEPOSIT INSURANCE COMPANY, San Francisco, 
l would be able to provide information on the 
regulations and reporting requirements applicable to the BANK OF 
SAIPAN. 













INBOX. 3 (#299) 


TEXT: 


VZCZCHQ0276 


PP HN 


DE HQ #0276 1181649 


ZNR UUUUU 


P 272323Z APR 89 


IM DIRECTOR EBI 


TO EBI HONOLULU (194A-121) (GRA) /PRIORITY/ 


UNCLAS 

CITE: //0622// / 

/ 

SUBJECT: PEDRO P. TENORIO, GOVERNOR, CX»MONWEALTH OF THE y 
NORTHERN MARIANA ISLANDS (CNMI)-; LARRY L. HILLBLOM, DBA BANK 
OF SAIPAN (BOS) ;l L ACCOUNT EXECUTIVE, E. F. 


(< t 


HUTTON, INC.; BARTON HARRY WATSON, III, AKA BARRY WATSON, 


ACCOUNT EXECUTIVE, E. F. HUTTON, INC., 


BOARD OF DIRECTORS (B0D), ECONOMIC DEVELOPMENT LOAN 



FUND (EDLF), CNMI; JAMES E. 


S; CORRUPTION OF STATE AND 


LOCAL PUBLIC OFFICIALS - STATE LEVEL; 00: HONOLULU. 

REFERENCE HONOLULU TELETYPE TO FBIHQ DATED APRIL 13, 


1989, AND TELCAL OF SSA 


FBIHQ, TO SSA | 


o 


HONOLULU, APRIL 21, 1989. 


abii\Jz_ s oxXj 


■SStZ®- 
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REFERENCED HONOLULU TELETYPE REQUESTED FBIHQ AND 
DEPARTMENT OF JUSTICE (DOJ), OFFICE OF ENFORCEMENT OPERATIONS 
(OEO) AUIHORITY TO CONDUCT CONSENSUAL MONITORING UTILIZING 
FEDERAL INMATE BARTON HARRY WATSON, III, REGISTRY NUMBER 
11385-016. THIS REQUEST NOTED THAT TEE INVESTIGATIVE PLAN 
REQUIRED WATSON'S FURLOUGH FOR A ONE-WEEK PERIOD, DURING WHICH 
HE WOULD NOT BE GUARDED EXCEPT FOR SECURITY REASONS, AND THAT 
FBI SAS WOULD BE AWARE OF WATSON'S LOCATION AND ACTIVITIES AT 
ALL TIMES. 

ON APRIL 21, 1989, 1 \ OEO, DOJ, ADVISED THAT 

OEO/DOJ HAD CONTACTED THE U.S. BUREAU OF PRISONS (BOP) AND 
DETERMINED WATSON HAS RECENTLY BEEN THE SUBJECT OF SEVERAL BOP 
INCIDENT REPORTS. BASED UPON HIS RECENT ACTIVITIES DURING 
CONFINEMENT, BOP WILL NOT AUTHORIZE WATSON'S RELEASE ON 

r-—____ — 

FURLOUGH WITHOUT HIS BEING GUARDED CONTINUOUSLY BY FBI SAS 
DURING DAYLIGHT HOURS AND INCARCERATED IN A FEDERALLY APPROVED 
FACILITY OVERNIGHT. 

IN REFERENCED TELCAL OF APRIL 21, 1989, HONOLULU WAS 
ADVISED OF BOP'S REQUIREMENTS FOR RELEASE OF WATSON FOR USE IN 


THIS MATTER 
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IN VIEW OF THE ABOVE, CONSENSUAL MONITORING AUTHORITY IS 
DENIED AT THIS TIME. HONOLULU SHOULD RESUBMIT A NEW 
CONSENSUAL MONITORING REQUEST TO FBIHQ, ATTENTION: PUBLIC 
CORRUPTION UNIT (PCU), SHOULD HONOLULU DECIDE TO CHANGE ITS 
SCENARIO TO COMPLY WITH BOP RESTRICTIONS FOR USE OF WATSON IN 
CONSENSUAL MONITORING. 

QUESTIONS REGARDING THIS MATTER MAY BE DIRECTED TO SSA 
| PCU, EXTENSION 5701. 

BT 
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Memorandum 



To 


SAC, HONOLULU (194A-121) (P) (GRA) 


Date 


5/10/89 


From 


Subject : 


SA 


REASSIGNMENT OF CASES 








On 5/19/89, writer will depart Guam for annual physical 
in Honol ulu and then proceed to Santa Ana, California for the 
trial of | | . Writer expects to be off island 

until mid August 1989. Con sequently, the following case is being 
reassigned to Special Agent | 


194A-121 


be 

b7C 
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C/ RMC:bds 
( 2 ) 


1* 




*$ 



iai - \6 


-I.L a_ | 

Ir.iixcj_Ss&altec d CxS \s 

KAY 1 C i%9 
~ ra. DHaui 








b6 

b7C 









HN 194A-121 
RAM:dea 


On May 25, 1989, 1 I advised that, in source's 

opinion, the recent appointment by Commonwealth of the Northern 
Mariana Islands (CNMI) Governor PETE TENORIO of CNMI Attorney 
General ALEX CASTRO to be a CNMI Superior Court Judge, was a move 
by the Governor to protect he and his cronies from any future 
prosecution in the CNMI. Source has no knowledge of any criminal 
activity on the part of the CNMI Governor or his cronies, but 
suspects they have been involved in such activities. 
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nofQ 6/14/89 


™ FBI HONOLULU (194A-121) (SPNHA) (P) *f- 

TO FBI PHILADELPHIA (194C-485) (WRA) /PRIORITY/ 

BT 

UNCLAS 

CITE: //3280:6610// 


SUBJECT: PEDRO P. TENORIO, GOVERNOR, COMMONWEALTH OF THE 

/ 

NORTHERN MARIANA ISLANDS y(CNMI) ; LARRY L. HILLBLOM, DBA BANK OF 
SAIPAN (BOS); | | ACCOUNT EXECUTIVE, E.F. HUTTON, 

7 / 

INC. ; BARTON HARRY WATSON, III, AKA BARRY WATSON, ACCOUNT 
EXECUTIVE, E.F. HUTTON, INC.;| 

BOARD OF DIRECTORS (BOD) , ECONOMIC DEVELOPMENT LOAN FUND (EDLF) , 
CNMI; JAMES E. HAWKINS; CORRUPTION OF STATE AND LOCAL PUBLIC 
OFFICIALS - STATE LEVEL; 00: HONOLULU. 

ON 9/9/87, BARTON HARRY WATSON, III, CURRENTLY INCARCERATED 
AT THE FEDERAL PRISON CAMP, ALLENWOOD, PENNSYLVANIA, DOB 
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CLASSIFICATION:' 

□ TOP SECRET 
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A PAGE TWO DE HN (194A-121) UNCLAS 

10/18/60, SSAN 381-78-3111, U.S. BUREAU OF PRISONS REGISTRY 
•NUMBER 11385-016, AND "WHO IS SCHEDULED TO BE RELEASED FROM THE 
FEDERAL PRISON CAMP ON 6/29/89, PROVIDED INFORMATION ON A 
CONSPIRACY ON THE PART OF HIMSELF AND SUBJECTS AS LISTED ABOVE TO 
USE $7,000,000.00 OF THE EDLF TO PROVIDE INCOME TO THE BANK OF 
SAIPAN (BOS) . 

WATSON ADVISED THAT IN 1984, HE AND | | BOTH ACCOUNT 

EXECUTIVES AT E.F. HUTTON, MET HAWKINS, AN INDIVIDUAL WITH MANY 
CONNECTIONS IN MICRONESIA. THROUGH HAWKINS, THEY WERE INTRODUCED 

n 


TO MANY INDIVIDUALS IN THE CNMI, INCLUDING [ 


OF THE EDLF. THE EDLF WAS A CNMI AGENCY RESPONSIBLE 
FOR GIVING LOW INTEREST LOANS TO CNMI RESIDENTS. IT WAS FUNDED 
WITH FEDERAL MONEY AND HAD $7,000,000.00 INVESTED .WITH THE BANK 
OF GUAM AT A VERY LOW INTEREST RATE. WATSON ANDj 


CONVINCED 


THE EDLF BOARD OF DIRECTORS- TO INVEST THE $7,000,000.00 WITH E* 
F. HUTTON, AT A HIGHER RATE OR RETURN. 

WATSON ADVISED THAT SHORTLY AFTER MEETING 


SUGGESTED THAT HE BE RETAINED AS A CONSULTANT IN ORDER TO 
FACILITATE E.F. HUTTON'S ATTAINING THE EDLF INVESTMENT. WATSON 
AND I 


ENTERED INTO AN AGREEMENT WITH 


TO THIS EFFECT. 
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A PAGE THREE DE HN (194A-121) UNCLAS 
OVER THE NEXT YEAR, WATSON AND| ~ 


.INVESTMENT. HOWEVER, EVEN WITH 
TO OBTAIN THE INVESTMENT. 


(worked TO OBTAIN THE EDLF 
HELP, THEY WERE UNABLE 


AND 


THROUGHOUT THE COURSE OF THEIR TRAVELS TO THE CNMI, WATSON 
BECAME FRIENDLY WITH HILLBLOM, WHO "CONTROLLED THE BOS. 


DURING ONE OF THEIR TRIPS TO SAIPAN, HILLBLOM TOLD THE MEN THAT 
POLITICAL INFLUENCE WAS DIRECTLY TIED INTO DOING BUSINESS ON 
SAIPAN AND FAVORABLE POLITICAL INFLUENCE REQUIRED A PIECE OF THE 
ACTION OR CASH COMPENSATION. 

WATSON AND | I WERE UNSUCCESSFUL IN OBTAINING THE EDLF 

INVESTMENT UNTIL HILLBLOM, WHO HAD NO INVOLVEMENT WITH THE EDLF, 

—X 

INTERVENED. DURING 10/84 TRIP TO SAIPAN, HILLBLOM TOLD WATSON 
AND I -1 THAT FOR E.F. HUTTON TO /GEf^HE EDLF INVESTMENT, THE 


BOS WOULD HAVE TO BE AN INTERMEDIARY. HILLBLOM AND HAWKINS BOTH 


TOLD WATSON AND [ 


]that everything was taken care of with 

lASKED WATSON FOR 


GOVERNOR TENORIO. ADDITIONALLY, 

$40,000.00 FOR THE COST OF HIS DAUGHTER'S EDUCATION. THIS WAS TO 
BE HIS COMPENSATION AS A CONSULTANT. WATSON LATER MET WITH 
GOVERNOR TENORIO, WHO CONFIRMED HILLBLOM'S ARRANGEMENTS AND 
FURTHER DEMANDED THAT E.F. HUTTON OPEN AN ACCOUNT IN GOVERNOR 
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TENORIO*S NAME WITH $10,000.00 SUPPLIED BY E.F. HUTTON. IN 
.12/84, THE EDLF INVESTED $7,000,000.00 WITH E.F. HUTTON. 

HOWEVER, SHORTLY THERAFTER, THE EDLF BOD WITHDREW THE FUNDS FROM 
E.F. HUTTON AND REDEPOSITED THEM INTO BANK OF GUAM ACCOUNTS. 
OBVIOUSLY, WATSON MAY HAVE BEEN MOTIVATED TO MAKE THE ABOVE 
ALLEGATIONS IN ORDER TO SECURE AN EARLY RELEASE FROM PRISON. 
HOWEVER, HIS CONTINUED COOPERATION IS PARAMOUNT TO SUCCESSFUL 
RESOLUTION OF THE CAPTIONED MATTER BECAUSE TRADITIONAL 
INVESTIGATIVE TECHNIQUES HAVE BEEN INEFFECTIVE TO DATE. HAWKINS, 

HAVE ALL BEEN INTERVIEWED AND ALL DENY ANY 


AND 


WRONGDOING OR IMPROPRIETIES. DURING PRIOR CONTACTS WITH THE FBI, 
WATSON HAS AGREED TO ENGAGE SUBJECTS OF THIS INVESTIGATION IN 
CONVERSATIONS REGARDNG THEIR CONSPIRACY AND TO HAVE THESE PRIVATE 
CONVERSATIONS RECORDED ELECTRONICALLY. CAPTIONED MATTER HAS BEEN 
DISCUSSED WITH CNMI AUSA| | WHO WILL PROSECUTE THE 


MATTER IF THE A LLE GATIONS CAN BE SUBSTANTIATED. 

LEADS: PHILADELPHIA DIVISION AT ALLENWOOD, PENNSYLVANIA: 
WILL CONTACT WATSON PRIOR TO HIS RELEASE FROM CUSTODY OF U.S. 
BUREAU OF PRISONS AND ASCERTAIN TO WHAT EXTENT HE IS WILLING TO 
COOPERATE WITH THE FBI FOLLOWING HIS RELEASE FROM PRISON. IF HE 


be 

b7C 
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AGREES TO COOPERATE, DETAILS REGARDING HIS INTENDED WHEREABOUTS 
OVER THE NEXT 6 MONTHS SHOULD BE SECURED SO REINTERVIEW CAN BE 
SCHEDULED. 
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EM FBI PHILADELPHIA (194A-HN-121) (WRA) (RUC) 
TO EBI HONOLULU (194A-HN-121) (SENRA)/ROUTINE/ 
BT 

UNCIAS 

CITE: //3620:4288// 



SUBJECT: PEDRO P. TENORIO, GOVERNOR, COMMONWEALTH OF THE MARIANA 

I 

ISLANDS (CNMI); LARRY L. HILLBIOM, DBA BANK OF SAIPAN (BOS); 


ACCOUNT EXECUTIVE, E. F. HUTTON, INC.; BARTON 

i-1 b6 

HARRY WATSON, III, AKA, ACCOUNT EXECUTIVE, E. F. HUTTON; I _ b7 


|_[ BOARD OF DIRECTORS, ECONOMIC DEVELOPMENT 

LOAN FUND (EDLF), CNMI; JAMES E. 'HAWKINS; CORRUPTION OF STATE AND 
LOCAL PUBLIC OFFICIALS - STATE LEVEL, 00: HONOLULU. 

RE HONOLULU PRIORITY TELETYPE TO PHILADELPHIA, JUNE 14, 


1989. 


FOR INFORMATION OF HONOLULU DIVISION, BARTON HARRY WATSON, 
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III, INMATE, REGISTRY NUMBER 11385-016, INCARCERATED AT THE 
FEDERAL PRISON CAMP (FPC), ALLENWOOD, PENNSYLVANIA, IS SCHEDULED 
FOR MANDATORY RELEASE ON JULY 28, 1989, FROM THAT DESTITUTION. 

ON JULY 11, 1989, WATSON WAS CONTACTED AND EXPRESSED FULL 
COOPERATION AS A GOVERNMENT WITNESS IN CAPTIONED MATTER. UPON 
WATSCN’S PRISON RELEASE HE WILL RESIDE IN CARE OF 


MICHIGAN, 


TELEPHONE 


HIS ATTORNEY 


AND IN ADDITION CAN BE REACHED THROUSi 

NEW YORK, NEW YORK, TELEPHONE □ 


THIS INFORMATION AND WATSON’S CONTINUED WILLINGNESS TO 
COOPERATE REGARDING POLITICAL CORRUPTION IN THE NORTHERN MARIANA 
ISLANDS HAS PREVIOUSLY BEEN FURNISHED BY TELETYPES TO HONOLULU 
DATED FEBRUARY 23, 1989 AND MARCH 16, 1989, UNDER CAPTION I 

1 BOARD OF DIRECTORS, ECONOMIC DEVELOPMENT 
LOAN FUND, SAIPAN, CNMI; JAMES E. HAWKINS, DBA COMMONWEALTH 
PACIFIC CORPORATION, P.O. BOX 96, CAPITOL HILL, RURAL BRANCH, 
SAIPAN, CNMI, ALPHA ASSOCIATES, INCORPORATED, P.O. BOX 103, 
CAPITOL HILL, RURAL BRANCH, SAIPAN, CNMI; FAG-DOI, 

(194B-HN-100)." 


be 

b7C 


be 

b7C 


00: HONOLULU 
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U.S. Departme^rof Justice 


Federal Bureau of Investigation 


Honolulu, Hawaii 
August 1, 1989 


PEDRO P. TENORIO, GOVERNOR 

COMMONWEALTH OF THE 

NORTHERN MARIANA ISLANDS (CNMI) ; 

LARRY L. HILLBLOM, dba 
Bank of Saipan (B OS); 

\ \ ACCOUNT EXECUTIVE, 

E.F. HUTTON, INC.; 

BARTON HARRY WATSON, III, aka ; b6 

Barry Watson, ACCOUNT EXECUTIVE, b 7 c 

E.F. HUTTON, INC.;_ 


BOARD OF DIRECTORS (BOD), 

ECONOMIC DEVELOPMENT LOAN FUND (EDLF), CNMI; 
JAMES E. HAWKINS; 

CORRUPTION OF STATE AND LOCAL PUBLIC 
OFFICIALS - LOCAL LEVEL 


Investigation into the captioned matter was initiated 
by the Honolulu Division of the Federal Bureau of Investigation 
(FBI) after BARTON HARRY WATSON, III, an inmate at the FEDERAL 
PENITENTIARY located at Lewisburg, Pennsylvania, voluntarily 
provided informat ion of a conspiracy on the part of himself, 

LARRY L. HILLBLOM, Commonwealth of the Northern 


[ 


Mariana Islands (CNMI) Governor PEDRO P. TENORIO, ECONOMIC 
DEVELOP MENT LOAD FUND (EDLF)[ 


1 andJAMES E. HAWKINS, to use $7,000,000.00 of EDLF funds 


to provide income to the BANK OF SAIPAN (BOS) . 



be 

b7C 


WATSON advised that in 1984, he and I I both 

account executives at E.F. HUTTON (EFH) , met HAWKINS, an 
individual with many connections in Micronesia. Through HAWKINS, 
they were introduced to many individuals in the CNMI, including 


This document contains neither recommendations nor b6 

conclusions of the FBI. It is the property of the b7c 

FBI and is loaned to your agency; it and its contents 
are not to be distributed outside your agency. Vl-t- 
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PEDRO P. TENORIO, GOVERNOR 

COMMONWEALTH OF THE 

NORTHERN MARIANA ISLANDS (CNMI); 

LARRY L. HILLBLOM, dba 
Bank of Saipan (B OS); 

I ~l ACCOUNT EXECUTIVE, 

E.F. HUTTON, INC.; 

BARTON HARRY WATSON, III, aka 

Barry Watson, ACCOUNT EXECUTIVE, b6 

E.F. HUTTON, INC.;_ b7C 


BOARD OF DIRECTORS (BOD), 

ECONOMIC DEVELOPMENT LOAN FUND (EDLF), CNMI ? 
JAMES E. HAWKINS; 


I I of the EDLF. The EDLF was a CNMI 

agency responsible for giving low interest loans to CNMI 
residents. It was funded with federal money and had 
$7,000,000.00 invested wit h the Bip JK OF GUAM at a very low 
interest rate. WATSON and I I convinced the EDLF Board of 

Directors to invest the $7,000,000.00 with EFH at a higher rate b6 
of return. b7c 


fter meeting 


^suggested to 


S hortly a 

WATSON that I 1 be retained as a consultant in order to 

facilitate EFH 1 s attaining the EDLF i nvestmen t. WATSON and 

I to this effect. 


entered into an agreement with 


Over the next year, WATSON and[ 
investment. 


worked to obtain the EDLF 
However, they were unable to obtain the investment. 


Througho ut the course of their travels to the CNMI, 
WATSON and | | became friendly with HILLBLOM, who controlled 

the BOS. During one of their trips to Saipan, HILLBLOM told the 
men that political influence was directly tied into doing 
business on Saipan and favorable political influence required a 
piece of the action or cash compensation. 


WATSON and|_| were unsuccessful in obtaining the 

EDLF investment until HILLBLOM, who had no involvement with the 
EDLF, intervened. During an October, 1984, trip to Saipan, 
HILLBLOM told WATSON and I I that for EFH to get the EDLF 

investment, the BOS would have t o be an intermediary. HILLBLOM 
and HAWKINS both told WATSON and I ~ that everythi ng was taken 

care of with Governor TENORIO. Additionally ^ I asked WATSON 

for $40,000.00 for the cost of his daughter's education. This 
was to be his compensation as a consultant. WATSON later met 


2 
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PEDRO P. TENORIO, GOVERNOR 
COMMONWEALTH OF THE 
NORTHERN MARIANA ISLANDS (CNMI)? 
LARRY L. HILLBLOM, dba 
Bank of Saipan rnos); 


ACCOUNT EXECUTIVE 


E.F. HUTTON, INC.; 

BARTON HARRY WATSON, III, aka 
Barry Watson, ACCOUNT EXECUTIVE, 
E.F. HUTTON. TNO. ; _ 


f 


BOARD OF DIRECTORS (BOD), 

ECONOMIC DEVELOPMENT LOAN FUND (EDLF), 
JAMES E. HAWKINS; 


CNMI; 


be 

b7C 


with Governor TENORIO, who told WATSON that HILLBLOM had made 
arrangements for the EDLF fund to be invested with EFH and 
demanded that EFH open an account in the Governor's name with 
$10,000.00 supplied by EFH. In December, 1984, the EDLF invested 
$7,000,000.00 with EFH. However, shortly thereafter the EDLF 
Board of Directors withdrew the funds from EFH and redeposited 
the funds into the BANK OF GUAM account. 


Although it is possible that WATSON may have been 
motivated to make the above allegations in order to secure an 
early release from prison, WATSON was re-contacted by the FBI on 
July ll, 1989, just prior to his mandatory release scheduled for 
July 28, 1989. WATSON expressed his full cooperation as a 
government witness in the investigation and further advised that 
upon his release from orison he would reside in the care of[ 

I _____| Michigan, 


telephone number 


could be Reached through h is attorney,! 

New York, telephone number I f 


WATSON further stated that he 


] New York, 


HAWKINS, | l and | ~| have all been interviewed 

and all deny any wrongdoing or improprieties. Because 
traditional investigative techniques have been ineffective 
to-date, WATSON's cooperation is paramount to successful 
resolution of the allegations. On July 31, 1989 , Assistant 
United States Attorney (AUSA) I I District of the 

Northern Mariana Islands, advised that if the above allegations 
could be substantiated, he would prosecute this matter in the 
District of the Northern Mariana Islands under Title 18, United 
States Code, Section 371, Conspiracy to Defraud the United 
States; Section 1341, Mail Fraud; Section 1343, Fraud b y Wire; 
and Section 1951, Hobbs Act. Furthermore, AUSA| |advised 

that he will request a Federal Grand Jury (FGJ) subpoena for 
WATSON's testimony once WATSON has had time to adjust to living 
outside of prison. WATSON will be interviewed by the FBI prior 
to his FGJ testimony. 
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PRECEDENCE: 
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□ Priority 

□ Routine 


CLASSIFICATION: 

□ TOPSECRET 

□ SECRET 

□ CONFIDENTIAL 

□ UNCLAS E F 
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Date 8/1/89 


T O 


To : Director, FBI (Attention: Criminal Investigative Division) 

From : SAC, HONOLULU (194B-HN-121) (P) (SRA) 

Subject: Public Corruption Data Transmittal Form 

1. Title: (use additional page if necessary) 

"CHANGED" 

PEDRO P. TENORIO, GOVERNOR, 

Re: 

2. S Enclosed are the original and three copies of a LHM for dissemination purposes. 

(check if appropriate) 

3. Office of Origin File No. 194B - 121 (include alpha) 

4. □ Initial submission 13 Supplemental submission (check one) 

5. Date opened upon SAC authority 3/17/89 _ 


Level of subject official (See codes on reverse. Use additional pages, as necessary, for 
additional subjects.) 

Level L01 _ Number of Subject(s) _J__ 

Level M2 0 
Level 


Number of Subject(s) 
Number of Subject(s) 




7. 


Indicate which of the following investigative techniques have been utilized to date. 

(check all appropriate boxes) 



Code Number / Description 

Z1 □ Acct. Tech. Assist. 

Z2 □ Aircraft Assist. 

Z3 □ Computer Assist. 

Z4 □ Consensual Monitoring 
Z5 □ Elsur - FISC 

Z6 □ Elsur-Title III 

Z7 □ Eng. Sect. Field Support 

Z8 □ Eng. Sect. Tape Exams 

Z9 □ Hypnosis Assist. 

Z10 □ Ident Div. Assist. 

Z11 (A) □ Symboled Informant 
Z11 (B) □ Cooperating Witness 
Z11 (C) S Cooperating Subject 
Z12 □ Lab. Div. Exams 

Z13 □ Lab. Div. Field Support 


Code Number / Description 


zi4 n 
Z15 □ 
Z16 □ 
Z17 □ 
Z18 □ 
Z19 □ 
Z20 □ 
Z21 □ 

Z22 □ 
Z23 □ 
Z24 □ 
Z25 □ 
Z26 □ 
Z27 □ 


Pen Registers 
Photo Coverage 
Polygraph Assist. 

Search Warrants Use 
Show Money Use 
Surveillance Squad Use 
Swat Team 
Tech. Agent 
Telephone Toll Records 
Group I UCO 
Group II UCO 
Undercover - Other 
NCAVG/VI - CAP 
VIA 


A H - t 

Searched_ 

Indexed 


-if 



fT) Field Office 
FBIHQ 

(1 - White-Collar Crimes Section, Public Corruption Unit) 


Serialize d 
Filed 


— Al 



JDG:rgr_ 

5) 


(5) 
Approved: 


5f/h 


Transmitted 


b6 

b7C 


(Number) 


(Time) 


FBI/DOJ 









8. Type of Corruption Investigated (check all appropriate boxes) 

Code Number/Description Code Number/Description 


(A) 

Judicial Corruption 

(B) 


Legislative Corruption 

A1 □ 

Federal 

B1 

□ 

Federal 

A2 □ 

State 

B2 

□ 

State 

A3 □ 

Local 

B3 

□ 

Local 

A4 □ 

Territorial 

B4 

□ 

Territorial 

(C) 

Contract Corruption 

(D) 


Regulatory Corruption 

CIjS 

Federal 

D1 

□ 

Federal 

C2 □ 

State 

D2 

□ 

State 

C3 □ 

Local 

D3 

□ 

Local 

C4 □ 

Territorial 

D4 

□ 

Territorial 

(E) 

Law Enforcement Corruption 




El □ 

Federal 




E2 □ 

State 




E3 □ 

Local 




E4 □ 

Territorial 





9. Does corruption involve drug related activity? (check one) □ Yes Q No 
10. Statistical Accomplishments (number since last submission) 


A. 

Complaints 

F. 

Acquittal 

Recoveries 

B. 

Informants . 

G. 

C. 

Indictments 

H. 

Restitutions 

D. 

Convictions 

1 . 

Potential Economic 

E. 

Pre-trial Diversions 

Loss Prevented 


11. Forfeiture Provisions Utilized (check one) □ Yes H No 

12. Status of Case (check one) 

□ Pending Preliminary Inquiry 
0 Pending Full Investigation 

□ Closed 

13. Basis for Closing (check one) 

□ U.S. Attorney Declination 

□ Dismissal 

□ Acquittal 

□ Conviction 

□ Administrative by SAC (no other basis involved) 
Additional Administrative Data (if needed): 








194A-HN-121 



COMMONWEALTH OF THE 
NORTHERN MARIANA ISLANDS (CNMI); 
LARRY L. HILLBLOM, dba 
Bank of Sainan £BQ S); 


ACCOUNT EXECUTIVE 


E.F. HUTTON, INC.; 

BARTON HARRY WATSON, III, aka 
Barry Watson, ACCOUNT EXECUTIVE, 
E.F. HUTTON. INC.? _ 


/ 


BOARD OF DIRECTORS (BOD), 

ECONOMIC DEVELOPMENT LOAN FUND (EDLF), 
JAMES E. HAWKINS; 

CORRUPTION OF STATE AND LOCAL PUBLIC 
OFFICIALS - LOCAL LEVEL 


CNMI; 


be 

hie 


c 


7/17/89 


Reference tel ephone conversation between SSA 
] FBIHQ, and SSA | 


] 


Honolulu Division, 


be 

b7C 


Title marked changed to reflect change in alpha _ 

designation from 194A to 194B as requested by SSA l I 

during referenced telephone conversation. Title previously 
carried as above with the exception that character of the case 
read "CORRUPTION OF STATE AND LOCAL PUBLIC OFFICIALS - STATE 
LEVEL". 


Although the Commonwealth of the Northern Mariana 
Islands (CNMI) most resembles a state in its legal description 
under the Covenant between the U.S. and the Commonwealth, 
Honolulu will make appropriate FOIMS changes to insure the alpha 
designation and title are changed. However, under item number 6 
on the FD-761, Honolulu will continue to list the level of 
subject PEDRO P. TENORIO as L01, which indicates a state 
governor inasmuch as his official elected title is Governor of 
the CNMI. 









Routing Slip 
FD-4 (Rev. 5-31-84) 


To: □ Director 
Att: _ 

□ SAC__ 

□ ASAC_ 

□ Supv._ 

□ Agent_ 

□ OSM ^ 

G^Rotor # ST 

□ Steno_ 

□ Typist_ 

□ M_ 

Room_ 

□ Acknowledge 

□ Assign □ Reassign 

□ Bring file 

□ Call me 

□ Correct 

□ Deadline_ 

□ Delinquent 

□ Discontinue 

□ Expedite 

□ File 





□ For Information 

□ Handle 

□ Initial & return 

□ Leads need attention 

□ Open case 

□ Prepare lead cards 

□ Prepare tickler 

□ Recharge file □ serial 

□ Send to 


jPL £ 


□ Return assignment card 

□ Return file □ serial 

□ Return with action taken 

□ Return with explanation 

□ Search and return 

□ See me 

/fv- 3 . 


1948 -/ 7 /- 3 ® 



be 

b7C 
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Date 8/17/89 


FM FBI HONOLULU (194B-121) (P) (SRA) 

TO DIRECTOR FBI/PRIORITY/ 

FBI DETROIT/PRIORITY/ 

FBI WASHINGTON METROPOLITAN FIELD OFFICE/PRIORITY/ 


PG>. £ 

QfYVx 


UNCLAS E F T O 

CITE: //328056680// 

; wa 4Fo - Ac£x/)*)j>/sy/i . 


SUBJECT: PEDRO P. TENORIO, GOVERNOR, COMMONWEALTH OF THE 
NORTHERN MARIANA ISLANDS (CNMI) ; LARRY L. HILLBLOM, DBA BANK OF 


SAIPAN (BOS); 


ACCOUNT EXECUTIVE, E.F. HUTTON, 


-NC. ; BARTON HARRY WATSON, III, AKA BARRY WATSON, ACCOUNT 
EXECUTIVE, E.F. HUTTON, INC.; | 

BOARD OF DIRECTORS (BOD) , ECONOMIC DEVELOPMENT LOAN FUND (EDLF) , 
CNMI; JAMES E. HAWKINS; CORRUPTION OF STATE AND LOCAL PUBLIC 


y- 194B-121 £ 
1 - 66F-750 Sub £ 
JDG:tks / 

( 2 ) W 
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A PAGE TWO DE HN (194B-121) UNCLAS E F T 0 
OFFICIALS - LOCAL LEVEL; 00: HONOLULU. 

PURPOSE: AUTHORITY IS REQUESTED TO USE ELECTRONIC DEVICES 
TO MONITOR AND/OR RECORD PRIVATE CONVERSATIONS BETWEEN A SOURCE 
AND SUBJECTS AS LISTED ABOVE, AS WELL AS OTHERS YET UNKNOWN, IN 
CONNECTION WITH A CORRUPTION OF STATE AND LOCAL PUBLIC OFFICIALS 
MATTER. THE AUTHORITY IS REQUESTED FOR A 30-DAY PERIOD 
COMMENCING 9/25/89. 

DETAILS: DOJ/OFFICE OF ENFORCEMENT OPERATIONS APPROVAL IS 
REQUIRED BECAUSE THE INTERCEPTION RELATES TO AN INVESTIGATION OF 
PUBLIC OFFICIALS AND THE OFFENSES BEING INVESTIGATED ARE ONES 
INVOLVING BRIBERY, CONFLICT OF INTEREST, OR EXTORTION RELATING TO 
THE PERFORMANCE OF THEIR OFFICIAL DUTIES. 

THE FBI SOURCE HAS VOLUNTARILY PROVIDED INFORMATION 
CONCERNING PUBLIC CORRUPTION IN THE CNMI. THIS SOURCE HAS 
PERSONAL KNOWLEDGE OF THE CORRUPT PRACTICES USED BY CNMI 
OFFICIALS TO EXTORT MONEY FROM INDIVIDUALS WISHING TO DO BUSINESS 
WITH THE CNMI GOVERNMENT. AS AN EMPLOYEE OF E.F. HUTTON,- THE 
SOURCE WAS INFORMED BY CNMI OFFICIALS AND THEIR ASSOCIATES THAT 
E.F. HUTTON WOULD BE REQUIRED TO HiRE KEY PEOPLE AS CONSULTANTS 
IN THE CNMI IN ORDER TO DO BUSINESS WITH THE CNMI GOVERNMENT. 
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A PAGE THREE DE HN (194B-121) UNCLAS E F T O 

THE SOURCE HAS ADVISED THAT SUBJECTS LARRY L. HILLBLOM,! 


_f BARTON HARRY WATSON, III, AND JAMES E. 

HAWKINS ENTERED INTO VARIOUS CONSULTING AGREEMENTS IN ORDER TO 


OBTAIN APPROXIMATELY SEVEN MILLION DOLLARS WORTH OF BUSINESS FOR 
E.F. HUTTON. FURTHERMORE, THE SOURCE PROVIDED INFORMATION THAT 
THE CNMI GOVERNOR ALSO REQUESTED A TEN THOUSAND DOLLAR PAYMENT TO 
ACT AS A FACILITATOR OF THE BUSINESS ARRANGEMENT. 

ELECTRONIC MONITORING DEVICES, BOTH TELEPHONIC AND NON- 1 
TELEPHONIC, ARE NECESSARY BECAUSE TRADITIONAL INVESTIGATIVE 
TECHNIQUES USED IN THIS INVESTIGATION HAVE NOT BEEN EFFECTIVE. 


HAWKINS, |_|WATSON, AND HAVE ALL BEEN INTERVIEWED AND 

DENY IMPROPRIETIES. THE FBI SOURCE HAS AGREED TO ENGAGE THE 
SUBJECTS OF THIS INVESTIGATION IN CONVERSATIONS REGARDING THEIR 
CONSPIRACY. THE SOURCE IS AGREEABLE TO HAVING THESE PRIVATE 
CONVERSATIONS ELECTRONICALLY RECORDED, IS WILLING TO GIVE WRITTEN 
CONSENT, AND IS ALSO WILLING TO TESTIFY IN COURT. RECORDING 
DEVICES WILL ONLY BE USED WHEN THE CONSENTING SOURCE IS PRESENT. 

THE PLANNED SCENARIO IS FOR THE FBI SOURCE TO TRAVEL TO THE 
ISLAND OF SAIPAN AND CONTACT SUBJECTS WHO RESIDE ON THE ISLAND. 
THE SOURCE WILL MOST LIKELY CONTACT THESE INDIVIDUALS 
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A PAGE FOUR DE HN (194B-121) UNCLAS E F T O 

TELEPHONICALLY FROM THE SOURCE'S SAIPAN HOTEL ROOM IN ORDER TO 
ARRANGE A DINNER MEETING TO DISCUSS OLD TIMES TOGETHER AND THE 
SOURCE'S INTEREST IN INVESTING IN TOURISM VENTURES ON THE ISLAND 
OF SAIPAN. THE TELEPHONE CONVERSATIONS WILL BE RECORDED AND THE 
SOURCE WILL WEAR A BODY RECORDER FOR FACE-TO-FACE MEETINGS. 

U.S. ATTORNEY'S OPINION: ON 8/15/89, THE FACTS OF THIS 
INVESTIGATION WERE DISCUSSED BETWEEN FBI SPECIAL AGENT | 

I SAIPAN RESIDENT AGENCY, AND ASSISTANT UNITED STATES 
ATTORNEY (AUSA) | | DISTRICT OF THE NORTHERN 

MARIANA ISLANDS, SAIPAN. AUSA APPROVES THE USE OF 

ELECTRONIC MONITORING DEVICES AND ADVISED THAT ENTRAPMENT IS NOT 
AN ISSUE IN THAT THE CRIMES BEING INVESTIGATED HAVE ALREADY 
OCCURRED. FURTHERMORE, AUSA | | ADVISED HE WILL PROSECUTE 

THIS MATTER IN THE DISTRICT OF THE NORTHERN MARIANA ISLANDS UNDER 
TITLE 18, U.S. CODE, SECTION 37l, CONSPIRACY TO DEFRAUD THE 
UNITED STATES; SECTION 1341, MAIL FRAUD; SECTION 1343, FRAUD BY 
WIRE; AND SECTION 1951, HOBBS ACT, IF THE ABOVE ALLEGATIONS CAN 
BE SUBSTANTIATED. 


ADMINISTRATIVE DATA: IN 1986, HN 2061-129 WAS OPENED TO 


ADDRESS AN ALLEGATION THAT 



RECEIVED KICKBACKS 
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|EFFORTS IN DIRECTING SEVEN 


FROM JAMES E. HAWKINS FOR [ 


MILLION DOLLARS IN ECONOMIC DEVELOPMENT LOAN FUND (EDLF) MONIES 

WERE 


TO BE INVESTED WITH E.F. HUTTON. HAWKINS AND 


INTERVIEWED AT THAT TIME BY ALEXANDRIA (2061-326) AND WMFO (2061- 
232) . INVESTIGATION PROVED NEGATIVE AND THE CASE WAS CLOSED. IN 
SEPTEMBER, 1987, BARTON HARRY WATSON, III, THEN A PRISONER AT THE 
LEWISBURG FEDERAL PENITENTIARY, VOLUNTARILY PROVIDED INFORMATION 
WHICH EXPANDED ON THE PREVIOUS ALLEGATION. WATSON PROVIDED 
INFORMATION OF A CONSPIRACY ON THE PART OF HIMSELF, | ~ 


LARRY L. HILLBIOM, CNMI GOVERNOR PEDRO A. TENORIO, 


AND JAMES E. HAWKINS TO USE THE SEVEN MILLION DOLLAR 


EDLF TO PROVIDE INCOME TO THE BOS, WHICH IS CONTROLLED BY 
HILLBLOM. IN ADDITION, WATSON STATED THAT GOVERNOR TENORIO 
DEMANDED THAT TEN THOUSAND DOLLARS BE SET UP IN AN E.F. HUTTON 
ACCOUNT IN THE NAME OF THE BOS WITH FUNDS TO BE PROVIDED BY E.F. 
HUTTON. 

WATSON ADVISED THAT IN 1984, HE AND 


MET HAWKINS, AN 


INDIVIDUAL WITH MANY CONNECTIONS IN MICRONESIA, AND HAWKINS . 
INTRODUCED THEM TO MANY INDIVIDUALS IN THE CNMI, INCLUDING 

FOR THE EDLF. THE EDLF WAS A CNMI 
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AGENCY RESPONSIBLE FOR GIVING LOW INTEREST LOANS TO CNMI 
RESIDENTS. IT WAS FUNDED WITH FEDERAL MONEY AND HAS SEVEN 
MILLION DOLLARS INVESTED WITH THE BANK OF GUAM AT A VERY LOW 

CONVINCED THE EDLF BOARD OF 


INTEREST RATE. WATSON AND 


DIRECTORS TO INVEST THE SEVEN MILLION DOLLARS WITH E.F. HUTTON AT 
A HIGHER RATE OF RETURN. 

THROUGHOUT THE COURSE OF THEIR TRAVELS TO THE CNMI, WATSON 
|BECAME FRIENDLY WITH HILLBLOM, WHO CONTROLLED THE BOS. 


AND 


DURING ONE OF THEIR TRIPS TO SAIPAN, HILLBLOM TOLD THE MEN THAT 
POLITICAL INFLUENCE WAS DIRECTLY TIED INTO DOING BUSINESS ON 
SAIPAN AND FAVORABLE POLITICAL INFLUENCE REQUIRED A PIECE OF THE 
ACTION OR CASH COMPENSATION. 

| WERE UNSUCCESSFUL IN OBTAINING THE EDLF 


WATSON AND 


INVESTMENT FOR E.F. HUTTON UNTIL HILLBLOM, WHO HAD NO INVOLVEMENT 
WITH "THE EDLF, INTERVENED. WATSON SAID THAT DURING AN OCTOBER, 
1984, TRIP TO SAIPAN, HILLBLOM TOLD WATSON AND | | THAT FOR 

E.F. HUTTON TO GET THE EDLF INVESTMENT, THE BOS WOULD HAVE TO BE 
AN INTERMEDIARY. HILLBLOM AND HAWKINS BOTH TOLD WATSON AND 

I THAT EVERYTHING WAS TAKEN CARE OF WITH GOVERNOR TENORIO. 


ADDITIONALLY, WATSON SAID THAT HAWKINS DROVE WATSON TO THE 
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A PAGE SEVEN DE HN (194B-121) UNCLAS E F T 0 
GOVERNOR'S OFFICE WHERE WATSON MET PRIVATELY WITH GOVERNOR 
TENORIO. THE GOVERNOR TOLD WATSON THAT HILLBLOM HAD MADE 
ARRANGEMENTS FOR THE EDLF FUND TO BE INVESTED WITH E.F. HUTTON 
AND DEMANDED THAT E.F. HUTTON OPEN AN ACCOUNT FOR THE GOVERNOR IN 
THE NAME OF BOS WITH TEN THOUSAND DOLLARS SUPPLIED BY E.F. 

HUTTON. 

THE EDLF INVESTED APPROXIMATELY SEVEN MILLION DOLLARS WITH 
E.F. HUTTON. HOWEVER, SHORTLY THEREAFTER, THE EDLF BOARD OF - 
DIRECTORS WITHDREW THE FUNDS FROM E.F. HUTTON AND REDEPOSITED THE 
FUNDS INTO THE BANK OF GUAM. 

DURING ONE TRIP TO SAIPAN, WATSON AND 


WERE INFORMED 


BY HILLBLOM AND OTHER EXECUTIVES FROM THE BOS THAT THEY DESIRED 
ON BEHALF OF THE BANK'S CLIENTS TO OBTAIN INVESTMENTS AND 
SECURITIES SOLELY IN THE BANK'S NAME WITHOUT DIVULGING THE 
IDENTITIES OF THE INVESTMENT CLIENTS. FURTHERMORE, THEY WISHED 
TO HAVE THE INVESTMENTS AND SECURITIES HELD OUTSIDE THE UNITED 
STATES. WATSON SAID THAT THE PURPOSE AND MOTIVATION OF THIS 
REQUEST WAS FOR BOS TO CIRCUMVENT THE UNITED STATES INCOME TAX 
LAWS, TO CIRCUMVENT EMBARRASSMENT OF THE CONSIDERABLE AMOUNT OF 
WEALTH HELD BY THE SAIPAN CLIENTS OF THE BOS, AND TO ALLEVIATE OR 
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HIDE THE CONCEPT OF CONSTRUCTIVE RECEIPT. WATSON SAID THAT HE 

I WERE SUCCESSFUL IN BOOKING THIS BUSINESS ACTIVITY FOR 


AND 


E.F. HUTTON THROUGH THE LONDON, ENGLAND, AND GENEVA, SWITZERLAND, 
OFFICES OF E.F. HUTTON. 

AT ANOTHER TIME, WATSON SAID THAT HILLBLOM AND 
INTRODUCED WATSON AND I 


TO 


WAH KONG SHIPPING AND 


INVESTMENT COMPANY, AND 


CNMI. ACCORDING TO WATSON, 


THE HYATT REGENCY HOTEL, SAIPAN, 
AND WATSON VISITEd |~ | in’ 


HONG KONG WHERE | I INSTRUCTED WATSON ANd[ 


ON HOW TO 


CONDUCT BUSINESS ON THE ISLAND OF SAIPAN. 

WHILE HE WAS INTERVIEWED AT THE U.S. PENITENTIARY AT 
LEWISBURG, PA, WATSON ADVISED THAT HIS PERSONAL TRAVEL RECORDS 
CONTAIN SPECIFIC DATES AND CONTACTS DURIN G HIS TRAVELS TO SAI PAN. 
THOSE PERSONAL RECORDS WERE MAINTAINED BY 


WHO RESIDED INI 


WATSON ALSO PURPORTED 


TO HAVE DOCUMENTS SUPPORTING HIS CLAIM THAT GOVERNOR TENORIO 
REQUESTED A TEN THOUSAND DOLLAR PAYOFF. 

A REVIEW OF INTERVIEWS CONDUCTED REGARDING THIS MATTER, AS 
WELL AS AVAILABLE DOCUMENTS OBTAINED THUS FAR IN THE 
INVESTIGATION, TEND TO DISCREDIT WATSON'S ALLEGATIONS. AUSA 
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_ HAS ISSUED A FEDERAL GRAND JURY (FGJ) SUBPOENA THROUGH THE 

U.S. MARSHAL'S SERVICE REQUESTING WATSON'S TESTIMONY IN SAIPAN ON 
9/27/89. HONOLULU DESIRES TO CLARIFY CERTAIN STATEMENTS MADE BY 
WATSON PRIOR TO THAT POINT IN TIME. IT IS BELIEVED BY THE CASE 
AGENT THAT WATSON MAY BE USING THE U.S. GOVERNMENT TO FINANCE HIS 
TRAVELS TO THE ISLAND OF SAIPAN FOR THE PURPOSE OF FURTHERING HIS 



PERSONAL AGENDA AND FINANCIAL SCHEMES. AUSA 


HAS MADE 


ARRANGEMENTS FOR WATSON TO SPEND THREE DAYS ON THE ISLAND OF 
SAIPAN DURING THE TIME PERIOD OF THE FGJ SUBPOENA IN HOPES THAT 
WATSON'S COOPERATION WILL MAKE SIGNIFICANT CONTRIBUTIONS TO 
INVESTIGATION OF THE CAPTIONED MATTER. THEREFORE, HONOLULU 
REQUESTS THAT LEADS AS SET OUT BELOW ARE COVERED AND REPORTED TO 
HONOLULU PRIOR TO 9/27/89. IF RECEIVING OFFICES DESIRE FURTHER 
DETAILS REGARDING THIS MATTER, QUESTIONS CAN BE DIRECTED TO SA 


SAIPAN RESIDENT AGENCY, TELEPHONE 011-670-234- 


6934. 


ALEXANDRIA AT RESTIN, VIRGINIA: WILL INTERVIEW HAWKINS, 
11611 VANTAGE HILL ROAD, BUILDING 11, APARTMENT 11B, RESTIN, • 
VIRGINIA, TELEPHONE (703) 471-1967, REGARDING THE POSSIBILITY 
THAT HAWKINS DROVE WATSON TO A PRIVATE MEETING WITH GOVERNOR 
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TENORIO. FURTHERMORE, ASCERTAIN IF WATSON DISCLOSED THE DETAILS 
OF THIS MEETING TO HAWKINS. 

DETROIT AT GRAND RAPIDS, MICHIGAN: 

I 

1. WILL ATTEMPT TO VERIFY WATSON'S DATE OF BIRTH WHICH IS 
LISTED AS 10/18/57, ON EMPLOYMENT RECORDS FILED WITH E.F. HUTTON 
AND AS 10/18/60, AS LISTED ON U.S. BUREAU OF PRISONS RECORDS. 

2. WILL CONDUCT CRIMINAL AND ARREST CHECKS REGARDING 
WATSON. 

3. WILL CONTACT WATSON IN CARE OF 

| MICHIGAN, TELEPHONE | 

I I AND REQUEST WATSON TO BRING PERSONAL TRAVEL RECORDS 

REGARDING HIS TRAVELS AND CONTACTS IN THE CNMI WHEN HE TRAVELS TO 
SAIPAN DURING SEPTEMBER, 1989. WATSON SHOULD ALSO BE REQUESTED 
TO BRING DOCUMENTS SUPPORTING HIS CLAIM THAT GOVERNOR TEJNORIO 
REQUESTED A TEN THOUSAND DOLLAR PAYOFF. ADDITIONALLY, WATSON IS 
REQUESTED TO BRING TO SAIPAN ANY PRIVATE PAPERS AND NOTES HE HAS 
REGARDING ACCOUNTS SET-UP IN THE NAME OF LARRY HILLBLOM, DHL 
ENTERPRISES, OR BANK OF SAIPAN IN LONDON AND GENEVA UNDER 
ACCOUNTS CONTROL L ED BY.E.F. HUTTON. 

4. WATSON PREVIOUSLY RENEGED ON AGREEMENT TO BE POLYGRAPHED 
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REGARDING CAPTIONED MATTER BECAUSE OF COMPLICATIONS HIS 
COOPERATION MIGHT HAVE CAUSED WHILE HE WAS INCARCERATED. DETROIT 
WILL ASK HIM IF HE IS WILLING TO VOLUNTARILY SUBMIT TO POLYGRAPH 
EXAMINATION WHILE IN SAIPAN DURING SEPTEMBER, 1989. 

WMFO AT WASHINGTON, D.C.: 

1. WILL CONDUCT INDICES CHECKS REGARDING BARTON HARRY 
WATSON, III, AKA BARRY WATSON, BORN 10/18/57, OR 10/18/60, AT 
GRAND RAPIDS, MICHIGAN, SSAN 381-78-3111. 

2. WILL CONTACT AUSA | | WASHINGTON, D.C., 

TELEPHONE | j REGARDING DETAILS OF WATSON'S 

CONVICTION FOR MAIL FRAUD IN 1987 WHICH LED TO HIS IMPRISONMENT 
AT LEWISBURG, PA. DETAILS SHOULD INCLUDE CIRCUMSTANCES OF THE 
CONVICTION, AS WELL AS NAME OF INVESTIGATING AGENCY. 

3. WILL INTERVIEW l 

E.F. HUTTON, INC., 1825 I STREET N.W. , SUITE 1000, WASHINGTON/ 
D.C., TELEPHONE | I REGARDING THE FOLLOWING POINTS: 

A. DID HILLBLOM AND | I INTRODUCE WATSON AND TO 

_ SUPRA? DID | ~| AND WATSON VISIT | | IN HONG¬ 
KONG? WHAT ARE THE DETAILS OF THEIR DISCUSSIONS? 

B. DID WATSON AND I I MEET WITH HILLBLOM AND OTHER BOS 
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OFFICIALS (POSSIBLY | | IN LONDON, ENGLAND, DURING 

SEPTEMBER, 1984? WHERE DID THEY MEET? WHAT WAS THE PURPOSE OF 
THE MEETING? DID WATSON AND ARRANGE TO OPEN E.F. HUTTON 

f 

ACCOUNTS FOR HILLBLOM OR ANY OF HIS BUSINESSES OR BUSINESS 
ASSOCIATES IN LONDON, ENGLAND, OR GENEVA, SWITZERLAND? 

C. WAS THE BOS USED AS AN INTERMEDIARY BETWEEN THE EDLF 
BOARD OF DIRECTORS AND E.F. HUTTON IN THE ADMINISTRATION OF THE 
FUND ACCOUNT? 

D. DID I I EVER MEET WITH GOVERNOR TENORIO? DID 

HILLBLOM OR HAWKINS EVER TELL ROLAND THAT GOVERNOR TENORIO WOULD 
MAKE SURE THE EDLF BOARD OF DIRECTORS WOULD APPROVE OPENING THE 

E.F. HUTTON ACCOUNT? DID GOVERNOR TENORIO .REQUEST ANY 
COMPENSATION FROM | | OR E.F. HUTTON? 

E. DID HILLBLOM OR INSTRUCT 

AND WATSON IN METHODS OF USING POLITICAL INFLUENCE TO CONDUCT 
BUSINESS ON SAIPAN? DID ANY OTHER INDIVIDUALS CONFIDE IN | 

THAT THE CONSULTANT SERVICES OF CNMI OFFICIALS WOULD BE REQUIRED 
IN ORDER FOR THE EDLF TO BE INVESTED WITH E.F. HUTTON? 

F. WHAT COMPENSATION WAS PAID TO_ AND WATSON BY E.F. 

HUTTON FOR THEIR ROLE IN SECURING THE SEVEN MILLION DOLLARS AS AN 
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Memorandum 



To 


From 


SAC, HONOLULU (194B-HN-121) (P) Date August 8,. 1989 


SA 


(SRA) 


b6 

b7C 


Sub i ect: PEDRO A. TENORIO, GOVERNOR 

COMMONWEALTH OF THE NORTHERN 
MARIANA ISLANDS (CNMI); 

ET AL; 

CORRUPTION OF STATE AND LOCAL 
PUBLIC OFFICIALS - LOCAL LEVEL 
00: HONOLULU 


On August 7 


^^89, Assistant United States Attorney 


(AUSA) [_ [ District of Northern Mariana Islands, 

Saipan, Commonwealth of the Northern Mariana Islands (CNMI), 
advised that he was telephonically contacted by BARTON HARRY 
WATSON, III, aka BARRY WATSON, a cooperating subject of the 
captioned investi gation, on August 4, 1989. At that time, WATSON 
told AUSA | 1 that WATSON was still willing to cooperate with 

the U.S. government, specifically the FBI, in regards to its 
investigation into an allegation that $7,000,000.00 of an 
economic development loan fund was used to pro vide inc ome to the 


b6 

b7C 


AUSA 


told WATSON 


BANK OF SAIPAN. During the conversation, 

that a Federal Grand Jury (FGJ) subpoena would be issued to 
WATSON so WATSON could travel from Belding, Michigan, located 
near Grand Rapids, Michigan, to Saipan for th e purpos e of WATSON 
testifying before the FGJ. Furthermore, AUSA | I told WATSON 

that he would be debriefed by the FBI prior to his testimony 
before the FGJ. 




AUSA 


Although WATSO N initia ted the telephonic contact with 
J WATSON told 


that he was not sure to what 


extent he would cooperate. Furthermore, WATSON stipulated that 
he be provided with a business class a irline t icket inasmuch as 
he has a recurring back problem. 


AUSA 


told WATSON that he 


would seek approval for the business class ticket from the U.S. 
MARSHAL SERVICE (USMS), Guam, USA. 


b6 

b7C 


AUSA 


is planning to issue the FGJ subpoena to 


WATSON so WATSON will arrive in Saipan on or about September 26, 
1989. 



- Honolulu 
JDG:rg 
( 2 ) 
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DE FBIDE #0013 2412124 
ZNY EEEEE 
R 292114Z AUG 89 

EM FBI DETROIT (194B-HN-121) (RUC) (C-3) 

TO FBI HONOLULU/ROUTINE/ 

BT 

UNCLAS E F T O 
CITE: //3220:2636// 

SUBJECT: PEDRO P. TENORIO, GOVERNOR, COMMONWEALTH OF THE 
NORTHERN MARIANA ISLANDS; ET AL; CORRUPTION OF STATE AND 
IOCAL PUBLIC OFFICIAIS-LOCAL LEVEL; OO: HONOLULU. 

RE HONOLULU TELETYPE TO THE DIRECTOR, DATED AUGUST 18, 

1989. 

THE FOLLOWING IS FOR THE INFORMATION OF HONOLULU: 
ARREST CHECKS AT BELDING (MICHIGAN) POLICE DEPARTMENT AND 
IONIA COUNTY - SHERIFF'S OFFICE CONDUCTED ON AUGUST 28, 1989, 
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INFORMATICS NETWORK (LEIN) WAS NEGATIVE REGARDING OUTSTANDING 
WARRANTS FOR WATSON. A MICHIGAN COMPUTERIZED CRIMINAL 
HISTORY (OCH) EXIST FOR WATSON USING DOB OCTOBER 18, 1960. 

AN FBI IDENT RECORD EXIST FOR WATSON USING FBI NUMBER 
235616FA2. 

A REVIEW OF BIRTH RECORDS BY DEPUTY CLERK 


AT THE MONTCALM COUNTY CLERK’S OFFICE, STANTON, 


MICHIGAN, REVEALED THAT WATSON WAS BORN ON OCTOBER 18, 1960, 
AT GREENVILLE, MICHIGAN, TO PARENTS IaND 


WATSON IS TEMPORARILY RESIDING WITH 


MICHIGAN, TELEPHONE 


POSTMASTER, 


STREET ADDRESS WAS OBTAINED FROM U.S. 

I MICHIGAN, WHO REFERRED TO SUBJECT WATSON 


AS "BLACK BART." A BUSINESS CARD LEFT AT THE WATSON 
RESIDENCE PROMPTED A TELEPHONE CALL FROM BARTON HARRY WATSON 
TO THE GRAND RAPIDS RESIDENT AGENCY OF THE FBI ON AUGUST 29, 
1989. 


WATSON WAS ADVISED THAT FEDERAL PROSECUTORS DESIRED HIM 
TO BRING THE FOLLOWING DOCUMENTATION WITH HIM ON HIS 
SEPTEMBER TRIP TO SAIPAN: PERSONAL TRAVEL RECORDS REGARDING 


b6 

:b7C 
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TRAVEL AND CONTACTS IN CNMI. DOCUMENTS SUPPORTING HIS CLAIM 
THAT GOVERNOR TENORIO REQUESTED A 10,000 DOLLAR PAY-OFF. 
PRIVATE PAPERS OR NOTES REGARDING ACCOUNTS SET UP IN THE NAME 
OF LARRY HILLBLOM, D.H.L. ENTERPRISES, OR BANK OF SAIPAN. 
WATSON STATED HE WILL BRING THE ABOVE-LISTED DOCUMENTS WITH 


HIM IN SEPTEMBER, BUT WILL FIRST HAVE TO RETRIEVE THE 
DOCUMENTS FROM THE POSSESSION Of I ~| IN 

| WATSON STATED HE HAS SUFFERED NUMEROUS OUT 
OF POCKET EXPENSES SINCE HE BEGAN HIS COOPERATION WITH THE 
GOVERNMENT WITHOUT REIMBURSEMENT. WATSON ESTIMATED HIS 


EXPENSES TO TRAVEL TO WASHINGTON, D.C. TO RETRIEVE AND REVIEW 
HIS RECORDS WILL CONSIST OF $361.00 AIRFARE, $100.00 LODGING, 
AND $100.00 SUBSISTENCE FOR A TOTAL OF APPROXIMATELY $561.00. 
WATSON WAS GIVEN NO PROMISE OF REIMBURSEMENT, BUT WAS TOLD 
HIS REQUEST WOULD BE PASSED ALONG. WATSON HAS PLANNED TO 
TRAVEL TO WASHINGTON, D.C., ON SEPTEMBER 8-9, 1989, TO 
RETRIEVE AND REVIEW THE DOCUMENTS. 


WATSON STATED HE IS AND HAS BEEN WILLING FOR THE PAST 
SIX MONTHS TO SUBMIT TO A POLYGRAPH EXAMINATION AT ANY TIME 
AND PLACE THE GOVERNMENT DESIRES. WATSON STATED HIS 
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DATE: 

REPLY TO 
ATTN OF: 

SUBJECT: 


TO: 


9/5/89 


ITED STATES GOVERNMENT 

memorandum 


PEDRO P. TENORIO 
GOVERNOR, 

COMMONWEALTH OF THE NORTHERN MARIANA ISLANDS; 
ET AL. 

CSLPO - LOCAL LEVEL 
(00: HN) 


Re Honolulu teletype, 8/18/89. 

On 9/5/89, f | FBIHQ, PUBLIC CORRUPTION UNIT, 

advised that Honolulu's request for consensual monitoring has 
been approved for 3 0 days, to begin 9/25/89 and end on 10/24/89. 
The parties involved are a source and subj ects listed in 
referenced teletype, as well as others yet unknown. 


6X HN 194B-121 
1 - HN 66F-750 Sub B 


/ctm 
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RR FBIHN 

DE FBIDE #0012 2500215 
ZNY EEEEE 
R 062313Z SEP 89 

EM FBI DETROIT (194B-HN-121) (C) (C-3) (52B-PH-57930) (P) (C-7) 
TO FBI HONOLULU (194B-HN-121)/ROUTINE/ 

BT 

UNCLAS E F T 0 
CITE: //3220:2636// 

SUBJECT: PEDRO P. TENORIO, GOVERNOR, COMMONWEALTH OF THE 
NORTHERN MARIANA. ISLANDS; LARRY L. HILLBLOM, DBA. BANK OF SAIPAN; 

_ ACCOUNT EXECUTIVE, E.F. HUTTON, INCORPORATED; 

BARTON HARRY WATSON, III, AKA BARRY WATSON, ACCOUNT EXECUTIVE, 
E.F. HUTTON, INCORPORATED; | 

BOARD OF DIRECTORS, ECONOMIC DEVELOPMENT LOAN FUND, CNMI; JAMES 
E. HAWKINS; CSLPO - LOCAL LEVEL; 00: HONOLULU; BARTON WATSON; 
| T.G.P. - OTHER; 00: PHILADELPHIA. 

RE DETROIT TELETYPE TO HONOLULU, DATED AUGUST 29, 1989; AND 
PHILADELPHIA AIRTEL TO THE DIRECTOR AND DETROIT, DATED AUGUST 22, 



b6 

:b7C 
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1989. 



(INMATES AT AFPC). INSUFFICIENT POSTAGE HAD BEEN PLACED ON TELE 

ENVELOPE, AND UPON DISCOVERY OF THIS, INMATE_WHOSE 

NAME AND REGISTRY NUMBER HAD BEEN USED FOR THE RETURN, WAS 


SUMMONED TO THE MAIL ROOM. AFTER BEING GALLED ON THE PUBLIC 
ADDRESS SYSTEM, INMATE WAS CONFRONTED BY INMATe | 

I IN ROUTE TO THE MAIL ROOM AND ADVISED OF HIS AND INMATE 
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BARTON WATSON'S ACTIONS (THE ATTEMPT TO MAIL THE COMPUTER 
PROGRAMS). INMATE ASKED INMATE | | TO RETRIEVE THE 

ENVELOPE AND ITS CONTENTS IF IT HAD NOT BEEN OPENED BY BOP 
PERSONNEL AND INDICATED THAT HE d HAD NOTHING TO WORRY 

ABOUT, AS HE | ) WOULD ASSUME RESPONSIBILITY IF THERE WAS 

ANY TROUBLE OR DISCIPLINARY ACTION ADMINISTERED. INMATE | 
THER EAFTER TRAVELED TO THE MAIL ROOM, AND IMMEDIATELY UPON 
ARRIVAL, DISAVOWED ANY KNOWLEDGE OF THE ENVELOPE AND ITS CONTENTS 
AND REL ATED TO BOP PERSONNEL WHAT INMATE | | HAD SAID TO HIM 

ON THE PRISON GROUNDS. 

IN THE BOP INVESTIGATION THAT FOLLOWED, IT WAS DETERMINED 
THAT INMATES AND WATSON (WHO WAS RELEASED IN THE EARLY 

MORNING ON JULY 28, 1989, PRIOR TO THE DISCOVERY OF THE STOLEN 
MATERIALS), FOR THE TWO WEEKS PRIOR HAD BEEN WORKING 16 HOUR DAYS 
WITHIN THE FOOD SERVICE DIVISION OF THE INSTITUTION PROGRAMMING A 
FOOD SERVICE PROGRAM INTO THE COMPUTER AND WRITING/PUTTING 
TOGETHER A MANUAL REGARDING THE USE OF THIS PROGRAM. I WAS 

DESCRIBED AS THE INMATE WITH THE EXPERTISE AND WATSON HAD SIMPLY 
BEEN TEMPORARILY ASSIGNED TO POOD SERVICE, AT I I REQUEST, 

TO ASSIST IN THIS ENDEAVOR. INMATES INTERVIEWED RELATED 
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INCIDENCES WITHIN THE LAST MONTH WHEREIN INMATE WATSON WAS 
OVERHEARD COMMENTING ON THE UNIQUENESS OF THE FOOD SERVICE 
PROGRAM AND THE POTENTIAL REGARDING ITS BEING MARKETED CN THE 
OUTSIDE (IN THE PRIVATE SECTOR). UPON THE DISCOVERY OF THE 
DISKETTES AND AFTER LEARNING OF WATSON'S COMMENT REGARDING THE 
POTENTIAL FOR MARKETING THE FOOD SERVICE PROGRAM, IT IS THE 
OPINION OF THOSE INVOLVED IN THE INVESTIGATION TO DATE THAT THE 
FOUR (4) UNMARKED DISKETTES CONTAIN THE FOOD SERVICE PROGRAM IN 
CODED FORM. THE ENVELOPE BORE THE ADDRESS Of I l lN 

NEW YORK CITY, NEW YORK, AND HE UNDOUBTEDLY WAS TO BE THE 
RECIPIENT OF THE CONTENTS UPON HIS ARRIVAL THERE (WATSON 
SCHEDULED TO RELOCATE IN NEW YORK CITY AND PROBATION/PAROLE 
SUPERVISION TO BE ADMINISTERED THERE PRIOR TO HIS CHANGING HIS 
RELOCATION ADDRESS TO THAT OF , MICHIGAN, 

FOLLOWING HIS RELEASE). TO DATE, INMATE | WHO HAS BEEN 

TRANSFERRED PENDING THE RESULT OF THE INVESTIGATION, HAS DECLINED 
TO BE INTERVIEWED AND TO FURNISH ANY TYPE OF STATEMENT TO THE 
FEDERAL BUREAU OF INVESTIGATION (FBI) REGARDING HIS ACTIONS OR 
INVOLVEMENT IN CAPTIONED MATTER. IT IS NOTED THAT THE LOOSE-LEAF 
BINDER WITH ITS CONTENTS AND THE 468 PAGES OF COMPUTER PRINTOUTS 
WERE FOUND IN I I ASSIGNED CUBICLE (DORMITORY SPACE) DURING 
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A ROUTINE SHAKEDOWN BY AFPC PERSONNEL FOLLOWING HIS BEING 
QUESTIONED REGARDING THE APPARENT THEFT. 

BOP, AFPC, IS ENTHUSIASTICALLY PURSUING PROSECUTION OF 
GUILTY PARTIES IN THIS MATTER AND THE ASSISTANT UNITED STATES 
ATTORNEY (AUSA), MIDDLE DISTRICT OF PENNSYLVANIA, HAS ADVISED 
THAT HE WOULD CONSIDER PROSECUTION DEPENDING UPON THE CONTENTS OF 
THE DISKETTES ONCE DECIPHERED AND THE FBI'S ABILITY TO DEVELOP 
FURTHER INCRIMINATING EVIDENCE WITH REGARD TO BARTON WATSON AND 
INMATE | | ." 

CASE AGENT AT SAIPAN IS REQUESTED TO CONTACT SA l ~l 

WILLIAMSPORT RESIDENT AGENCY, TELEPHONE NUMBER (717) 
323-3791, TO COORDINATE RESPECTIVE MUTUAL INTEREST IN BARTON 
HARRY WATSON, III. 

INVESTIGATION CONTINUING AT DETROIT. 

BT 
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PR FBIHN 

DE FBIPH #0005 2582115 
ZNY EEEEE 
R 151829Z SEP 89 

EM FBI PHILADELPHIA (194B-HN-121) (WRA) (RUC) 
TO FBI HONOLULU/ROUTINE/ 

BT 

UNCLAS E F T O 
CITE: //3620:4288// 


SUBJECT: PEDRO T. TENORIO, GOVERNOR, CCMMONWEALTH OF THE 
NORTHERN MARIANA ISLANDS (CNMI); LARRY L. HILLBIOOM, DBA BANK OF 
SAIPAN (BOS); I I ACCOUNT EXECUTIVE, E.F. HUTTON, 


INC. ? BARTCN HARRY WATSON, III, AKA BARRY WATSON, ACCOUNT 
EXECUTIVE, E.F. HUTTCN, INC.; I 


BOARD OF DIRECTORS (BOD), ECONOMIC DEVELOPMENT IOAN FUND (EDLF), 
CNMI; JAMES E. HAWKINS; CORRUPTION OF STATE AND LOCAL PUBLIC 
OEFICIALS-LOCAL LEVEL; 00:HN. 

RE HONOLULU TELETYPE TO PHILADELPHIA SEPTEMBER 9, 1989, AND 
SA| 


SAIPAN RA, TELEPHONE CALL TO SA 


_ H4E.r&l-23~ 

'S5CBMKS_BM1 
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WILLIAMSPORT RA, P HILA DELPHIA DIVISION, ON 
SEPTEMBER 13, 1989. 

LEAD FOR PHILADELPHIA AT WILLIAMSPORT, PA., SET OUT IN 
REFERENCED TELETYPE IS BEING DISREGARDED AS THE SAIPAN RESIDENT 
AGENCY IS IN RECEIPT OF THE REQUESTED INFORMATION - IT HAVING 
BEEN PROVIDED BY THE DETROIT DIVISION. 

IN VIEW OF THE ABOVE, THE PHILADELPHIA DIVISION IS 
CONSIDERING THIS MATTER RUC’D. 

BT 
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CITE: //3280:6680// 


SUBJECT: PEDRO T. TENORIO, GOVERNOR, COMMONWEALTH OF THE 
NORTHERN MARIANA ISLANDS (CNMI) ; LARRY L. HILLBLOOM, DBA BANK OF 


SAIPAN (BOS); 


ACCOUNT EXECUTIVE, E. F. HUTTON, 


INC. ; BARTON HARRY WATSON, III, AKA BARRY WATSON, ACCOUNT 

EXECUTIVE, E. F. HUTTON, INC.;_ 

BOARD OF DIRECTORS, (BOD), ECONOMIC DEVELOPMENT LOAN FUND (EDLF) , 
CNMI; JAMES E. HAWKINS; CORRUPTION OF STATE AND LOCAL PUBLIC 
OFFICIALS - LOCAL LEVEL; 00: HONOLULU. 

RE HONOLULU TELETYPE TO FBIHQ DATED 8/17/89; PHILADELPHIA 
TELETYPE TO HONOLULU DATED 7/11/89; AND HONOLULU TELETYPE TO 
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PHILADELPHIA DATED 6/14/89. 

6/14/89 TELETYPE OUTLINED ALLEGATIONS REGARDING CAPTIONED 

MATTER AND THE FACT THAT SUBJECT WATSON HAD VOLUNTEERED TO 

COOPERATE WITH THE FBI IN ITS INVESTIGATIVE EFFORTS. THE 7/11/89 

TELETYPE FROM THE WILLIAMSPORT PENNSYLVANIA, PHILADELPHIA 

DIVISION, ADVISED HONOLULU THAT WATSON EXPRESSED FULL COOPERATION 

AS A GOVERNMENT WITNESS IN CAPTIONED MATTER. THE 8/17/89 

TELETYPE REQUESTED CONSENSUAL MONITORING AUTHORITY FROM DOJ FOR A 

&e&'t 

30-DAY PERIOD COMMENCING 9/25/89, INASMUCH AS WATSON HAS^SERVED 
WITH A FEDERAL GRAND JURY (FGJ) SUBPOENA TO TRAVEL TO SAIPAN TO 
COMMENCE HIS ROLE AS A COOPERATING SUBJECT WITH THE FBI. THAT 
TELETYPE ALSO SET OUT LEADS FOR DETROIT AND WMFO IN AN EFFORT TO 
SUBSTANTIATE ALLEGATIONS MADE BY WATSON AND TO VERIFY HIS 
VERACITY. 

ON 9/8/89, AUSA_SAIPAN, CNMI, ADVISED HE 

HAD BEEN TELEPHONICALLY CONTACTED BY 
I I NEW YORK, NEW YORK, TELEPHONE WHO IS 

WATSON' S ATTORNEY. ADVISED THAT_HAD BEEN SERVED 

WITH A FGJ SUBPOENA FROM THE MIDDLE DISTRICT OF PENNSYLVANIA FOR 

| WHICH ARE TO BE RETURNED TO 

THE FGJ ON | 

Transmitted 


Approved: 


(Number) 


(Time) 
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FURTHER ADVISED THAT THE 


SUBPOENA HAD BEEN SERVED IN COOPERATION WITH SA l 
WILLIAMSPORT, PENNSYLVANIA, AND AUSA MIDDLE 

DISTRICT OF PENNSYLVANIA, LEWISBURG, PENNSYLVANIA. 

IT IS IMPERATIVE THAT HONOLULU AT SAIPAN RA BE ADVISED OF 
PHILADELPHIA INVESTIGATION AS OUTLINED ABOVE BEFORE WATSON'S 
DEPARTURE FROM MICHIGAN TO SAIPAN ON 9/24/89. AUSA | 

BELIEVES THAT HONOLULU'S INVESTIGATION REGARDING CAPTIONED MATTER 
WILL BE SIGNIFICANTLY WEAKENED IF WATSON HAS BEEN INVOLVED IN 
RECENT FEIONIOUS ACTIVITY WHILE INCARCERATED AT THE FCP. 

PHILADELPHIA DIVISION AT WILLIAMSPORT, PENNSYLVANIA, WILL 
SUTEL OUTLINING INVESTIGATION INTO WATSON'S ACTIVITIES WHILE 
INCARCERATED, INCLUDING FGJ ACTIVITIES AND PROSECUTIVE STATUS. 
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BT 
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CITES //3280s6680// 1 

PEDRO T* TENORIO, GOVERNOR, COMMONWEALTH OF THE NORTHERN 


MARIANA ISLANDS (CNMX )t LARRY L. KILLBLOM, DBA BANK OF 


SAIPAN (BOS )f 


ACCOUNT EXECUTIVE, E.F. 


HUTTON, INC*? BARTON HARRY WATSON, III, AKA BARRY WATSON, 


I 


ACCOUNT EXECUTIVE, E.F. HUTTON, INC* t 


BOARD OF DIRECTORS, (BOD), ECONOMIC 


DEVELOPMENT LOAN FUND (EDLF) , CNMI? - JAMES E. ^EAWKXNS? 
CORRUPTION OF STATE AND LOCAL PUBLIC OFFICIALS - LOCAL 
LEVEL? 00: HONOLULU. j 

REFERENCE HONOLULU TELETYPE TO FBIKQ, 8/17/89? 


PHILADELPHIA TELETYPE TO HONOLULU, 7/11/89? AND HONOLULU 


TELETYPE TO PHILADELPHIA, 6/14/89. 
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5/14/3$ TELETYPE OUTLINED ALLEGATIONS REGARDING 
CAPTIONED NATTER AND THE PACT THAT SUBJECT BATSON HAD 
VOLUNTEERED TO COOPERATE BITE THE FBI IN ITS INVESTIGATIVE 
EFFORTS. THE 7/11/89 TELETYPE FROM THE WILLIAMSPORT RA, 
PHILADELPHIA DIVISION, ADVISED HONOXDLU THAT BATSON 
EXPRESSED FULL COOPERATION AS A GOVERNMENT WITiffiSS IN 
CAPTIONED HATTER. THE 8/17/89 TELETYPE REQUESTED 
CONSENSUAL MONITORING AUTHORITY FROM DOJ FOR A 30-DAY PERIOD 
COMMENCIN G 9/25/89 INASMUCH AS BATSON WAS SERVED WITH A 
FEDERAL GRAND JURY (FGJ) SUBPOENA TO TRAVEL TO SAIPAN TO 
COMMENCE HIS ROLE AS A COOPERATING SUBJECT WITH THE FBI. 

THAT TE LET YPE ALSO SET OUT LEADS FOR DETROIT AND BKFO IN AN 
EFFORT TO SUBSTANTIATE ALLEGATIONS MADE BY WATSON AND TO 
VERIFY HIS VERACITY. 

ON 9/8/89, AUSA l I SAIPAN, MB, 

ADVISED HE HAD BEEN TELBPHONICALLY CONTACTED ?Y | 

-1 |- new YORK/ NEW YORKj. TELEPHONE 

I-—1 ^ho IS WATSON’S ATTORNEY. / _J ADVISED 

zpjW-1 had BEEN SERVED with a fgj subpoena FROM THE 
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To 


Office of Enforcement Operations 
Criminal Division 


Date 


ftuc^js-V 



ACTION MEMORANDUM 


Enclosed is a copy of a communication which furnishes 
information concerning a current investigation. 

^L. Pursuant to the Attorney 1 s General 1 s Memorandum of 
November 7, 1983, captioned "Procedures for Lawful, 


Warrantless Interceptions of Verbal Communications," 
addressed to the Heads and Inspectors General of 
Executive D epgjdanei^s an< ^ Agencies, the following 
notificatiofi / recrues'Q is being made relative to the 
authorization to utilize an electronic device to 
monitor and record private non-telephonic conversations 
with the consent of a party. 



Pursuant to Attorney General's Order Number 985-82, 

"dated August 6, 1982, captioned "Delegation of 
Authority to Authorize Television Surveillance, "the 
following notification/request is being made _ relative 
to the authorization to utilize Closed Circuit 
Television (CCTV) surveillance in connection with 
captioned matter. 

1. Emergency authority to utilize an electronic 
device to record private non-telephonic 
conversations with the consent of a party was 
granted by an appropriate FBI official on 

, for 30 days ending 

_, _. Exigent circumstances 

precluded a request for authorization in 
advance. 

2. Emergency authorization to utilize Closed 
Circuit Television (CCTV) surveillance in 
connection with captioned matter was granted 
by appropriate FBI official on 

, for 30 days ending 

, . Exigent circumstances ' iaTuk - / t «4A 

precluded a request for authorization irj_-■ ' —?— biz L 

advance. 
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Memorandum fromDirector, FBI to Office of Enforcement Operations 

Re: — V' ~C<ir \c>vAp ) ^=_gd t 

p£-L^cgyv 'Vu^C ____ r 


3. As further utilization of an electronic device 
to monitor and record private non-telephonic 
conversations with the consent of a party is 
expected in this matter, it is requested that 
you approve the use of this equipment for a 
period of_ days beginning _ ,_. 


.4. As further use of CCTV is expected in this 
matter, it is requested that your office 
approve the use of this equipment for a period 
of_ days beginning_, _. 


.5. Non-emergency authorization is requested for 
the utilization of an electronic device to 
monitor and record private non-telephonic 
conversations with the consent, of a party for 
a period of 30 days beginning 

6. Non-emergency authorization is requested for 
the utilization of CCTV surveillance for a 
period of _ days beginning _ , _. 


t The use of these electronic devices in this case is 

being recommended in this best interest of effective law 
®^fo^cement in that they are expected to provide corroborative 
evidence and/or protect the individual(s) utilizing the 
equipment. 


The use of CCTV will not involve any trespass and it 
will be utilized only when a consenting party is preset. 

Enclosure 
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EM FBI VJMFO (194B-HQ-121) (C-2) (P) (NVRMA) 

TO DIRECTOR FBl/PRIORITY/ 

FBI HONOLULU (194B-HQ-121) (P) (SRA)/IMMEDIATE/ 

BT 

UNCLAS 

SECTION ONE OF TWO SECTIONS 
CITE: //3920// 

PASS: SA | | SAIPAN RESIDENT AGENCY, AND PUBLIC 

CORRUPTION DESK HONODJIl/^JPERVISOR. 
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FOR INFORMATION OF RELIEVING; INDICES REFERENCES PURSUANT TO 
CHECKS CONDUCTED AT WMFO NOT DEEMED PERTINENT TO THIS CASE, AND 
THERFORE, CONSIDERED NEGATIVE: 

CN SEPTEMBER 14, 1989, JAMES E. HAWKINS WAS INTERVIEWED BY 
BU AGENTS AT NVEMA AND FOUND TO BE COOPERATIVE. COMPLETE DETAILS 
OF THIS INTERVIEW TO BE FURNISHED BY FACSIMILIED 302 FOLLOWING 
THIS COMMUNICATION. (DETAILS PREVIOUSLY DISCLOSED DURING ABOVE 
REF TEL CALL). 

‘ | WAS INTERVIEWED AT 


ON SEPTEMBER 19, 1989, 


NVMRA ACCOMPANIED BY CORPORATE ATTORNEY FOR SHEARSON LEHMAN AND 
HUTTON. I I FURNISHED DETAILS RELATIVE TO THE QUESTIONS SET 
FORTH IN AUGUST 18, 1989, HONOLULU TEL AS FOLLOWS: QUESTION A. 

calle dI | in 


CONCERNING INTRODUCTION TO 


HONG KONG AND SET UP A MEETING BETWEEN] 
IN HONK KONG. 


APPROXIMATELY JULY, 1984. 


AND WATSON ACTUALLY MET 
GAVE 


AND WATSON 
]lN HONG KONG 
NAME AND 


ADDRESS AND PHONED IN ADVANCE. 


STOPPED IN THE PHILIPINNES 


WITH WATSON FIRST, THEN TRAVELED TO HONG KONG FOR THE PURPOSE OF 

I ADVISED RELATIVE TO THE PURPOSE OF THIS 


MEETING 


MEETING, "BARTON (WATSON) DID A DOG AND PONY SHOW ABOUT WHAT 

I COMPANY" . AFTER A 


E.F. HUTTON COULD DO FOR HIS 
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20 MINUTE PRESENTATION, THE TWO, 


J'WATSON, LEFT. 


"WAH KWONG" SHIPPING IN HONG KONG. 


ADVISED 


I | THAT, 'I | HAD BEEN AT (3® TIME, 


THE CONTINENTAL, OR HYATT REGENCY HOTEL OF SAIPAN. 

QUESTION B. MEETING AT LONDON, ENGLAND WITH HILLBIOM AND 


OTHER BOS OFFICIALS (TO INCLUDE 


CONFIRMED THAT MEETINGS DID TAKE PLACE AT LONDON FOR 


SEVERAL REASONS. HE EXPLAINED THAT HILLBLOM IS THE PART OWNER OF 
DHL, AN INTERNATIONAL COURIER COMPANY, HEAD QUARTERED IN LONDON. 

A SEPTEMBER, 1984, MEETING TOOK PLACE AT LONDON DHL HEADQUARTERS 
OFFICES, "MERELY FOR THE PURPOSE OF DISCUSSING WHAT E.F. HUTTON 
COULD DO FOR DHL". 


WAS PRESENT DURING THIS MEETING, AS 


OF DHL, LOCATED IN HONG KONG, HILLBLOM WAS PRESENT AS 
AS WELL AS 3 ADDITIONAL DHL TOP LEVEL 


WAS WATSON AND)_ 

MANAGERS. A SECOND MEETING TOOK PLACE (SAME DATE), AT THE E.F. 
HUTTON OFFICES IN LONDON. THIS MEETING CONCERNED BANK OF SAIPAN 

WATSON 


MATTERS. PRESENT DURING THE SECOND MEETING WERE 


HILLBLOM ALONG WITH SEVERAL E.F. HUTTON OFFICE MANAGERS. 
RELATIVE TO DISCUSSIONS ON BOS, THIS MEETING CONCERNED THE 


b6 
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POSSIBILITY OF PRESENTING AN E.F 
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HUTTON PROGRAM TO THE BANK OF SAIPAN, WHEREBY THE BANK, WITH E.F. 
HUTTON BACKING COULD INCREASE THEIR LENDING BASE. NO ACCOUNTS 
WERE OPENED FOR HILLBLOM IN LONDON OR GENEVA, | ADVISED, “I 

HAVE NO ACCOUNTS FOR HILLBLOM ANYWHERE IN THE WORLD". 

QUESTION C. (BOS) WAS NEVER USED AS ANY INTERMEDIARY 
BETWEEN TEE EDLF BOARD OF DIRECTORS AND E.F. HUTTON IN THE 
ADMINISTRATION OF THE FUND ACCOUNT. 

QUESTION D. NEVER MET WITH GOVERNOR TENORIO 

PRIVATELY, NOR DID HILLBAUM OR HAWKINS EVER TELL | ~| rjHE 
GOVERNOR WOULD MAKE SURE THE EDLF BOARD OF DIRECTORS WOULD 
APPROVE THE OPENING OF THE E.F. HUTTON ACCOUNT. THE GOVENOR 
NEVER REQUESTED ANY COMPENSATION FROM ROLAND OR E.F. HUTTON TO 
KNOWLEDGE. 

FELT THAT EVEN IF HE WANTED TO, GOVENOR TENORIO 
COULDN'T HAVE MADE THIS GUARANTEE BECAUSE | | OF 

THE EDLF BOARD OF THE DIRECTORS) OPPOSED GOVENOR TENORIOR DURING 
HIS LAST ELECTION, THE INFERENCE HERE IS THAT l I WOULD HAVE 

PREVENTED THE GOVENORS ATTEMPTS AT DIRECTING THE FUND. | 

WENT SO FAR AS TO SAY ] [ EVENTUALLY LEFT SALPAN BECAUSE OF 

HIS OPPOSITION TO THE GOVENOR’S ELECTION. 
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QUESTION E 


MET 


ONLY ONCE 







PAGE FIVE DE FBIWMFO 0045 UNCLAS 


IN 1985. THE MEETING LASTED NO MORE THAN SEVERAL MINUTES, "TO 
SAY HELLO". THIS MEETING OCCURRED AT THE 19TH HOLE GOLF CLUB IN 
SAIPAN. NO DISCUSSIONS ON POLITICAL INFLUENCE OR METHODS OF 

CONDUCTING BUISNESS IN MICRONESIA WERE DISCUSSED; NOR HAS_ 

HAD SIMILAR DISCUSSIONS WITH LARRY HILBLOM. NEVER MET 

HILBLQM IN SAIPAN; | | HAS MET WITH HILLBLOM ONCE IN LONDON, 

ONCE IN NEW YORK, AND TWO TIMES IN WDC. 

NO INDIVIDUALS CONFIDED IN THAT CONSULTANT SERVICES 

OF CNMI OFFICIAL WOULD BE REQUIRED IN ORDER FOR EDLF TO BE 

INVESTED WITH E.F. HUTTON. _ NEVER RECIEVED COMPENSATION 

FOR HIS ROLE IN SECURING THE SEVEN MILLION KOLLAR ACCOUNT FOR 
E.F. HUTTON, AS THE ACCOUNT WAS CALLED BACK AND NEVER FINALIZED. 

IN TERMS OF PAYMENTS NORMALLY RECIEVED BY _ HE ONLY 

RECEIVES A FINDERS FEE IN CASES WHERE HE DEVELOPS CLIENTS WHO 
INVEST IN BOND ISSUES. IN THIS CASE THE FEE IS A SET PERCENTAGE 
OF THE MONEY INVESTED BY THE CLIENTS. 

NORMALLY HIS COMMISSIONS ON ROUTINE ACCOUNTS, RUN 1-2 
PERCENT PER ACCOUNT PER YEAR. 

OT SEPTEMBER 20, 1989, AUSa | | PROVIDED THE 

FOLLOWING INFORMATION ON BARTON H. WATSON, DOB: OCTOBER 18, 1957, 
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SSAN: 381-78-3111, DOJ FILE NUMBER: 870088, PUBLIC CASE FILE 
NUMBER: 87-0090. INVESTIGATING AGENCY WAS THE FBI, CASE AGENT 
WAS WMFO AGENT | | . 

Oil DECEMBER 1, 1986 AN ARREST WARRANT WAS ISSUED IN THE U.S. 
DISTRICT COURT, DISTRICT OF COLUMBIA SUPPORTED BY AN AFFIDAVIT 

F TT.ED BY_. THE WARRANT CHARGES THAT, WATSON WITH UNLAWFUL 

AND FRAUDULENT INTENT, DID CAUSE TO BE TRANSPORTED IN INTERSTATE 
COMMERCE FROM THE DISTRICT OF COLUMBIA TO THE STATE OF OHIO, 
SECURITIES VALUED AT APPROXIMATELY, $10,000, KNOWING SAME TO HAVE 
BEEN STOLEN, CONVERTED OR TAKED BY FRAUD, IN VIOLATION OF TITLE 
18, US CODE, SECTION 1341 (MAIL FRAUD). 

WATSON WAS ARRESTED IN SAN FRANSICO ON DECEMBER 22, 1986? HE 
WAIVED PRELIMINARY HEARING AND WAS EXTRADITED TO WDC, FEBRUARY 
17, 1987, WERE HE ENTERED INTO DISCUSSIONS WITH COUNSEL FOR A 
PLEA AGREEMENT. 


AT THIS TIME 



PROFFERED THE FOLLOWING IN SUPPORT OF 


THE PLEA AGREEMENT: 


THAT FROM MAY, 1982 UNTIL JANUARY 28, 1985, WATSON WAS AN 


ACCOUNT EXECUTIVE IN THE D.C. OFFICES IN E.F. HUTTON. 


BT 
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00 RUEHFB FBIHN 
DE FBIVMFO #0046 2650152 
ZNR UUUUU 
O 212221Z SEP 89 

EM FBI WMFO (194B-HQ-121) (C-2) (P) (NVRMA) 

TO DIRECTOR FBl/PRIORITY/ 

FBI HONOLULU (194B-HO-121) (P) (SRA)/IMMEDIATE/ 

BT 

UNCLAS 

SECTION TWO OF TWO SECTIONS 
CITE: //3920// 

PASS: SA | | SAIPAN RESIDENT AGENCY, AND PUBLIC 

CORRUPTION DESK HONOLULU SUPERVISOR. 

SUBJECT’: PEDRO P. TENORIO; GOVERNOR; COMMONWEALTH OF THE 
NORTHERN MARINANA ISLANDS (CNMI); ET AL; CORRUPTION OF STATE AND 
LOCAL PUBLIC OFFICIAIS-LOCAL LEVEL; 00: HONOLULU. 

TEXT CONTINUES: 

car JANUARY 18, 1985, WATSON MET IN NEW YORK WITH I 
AN E.F. HUTTON, AN INVESTOR WITH WHOM HE HAD BEEN DEALING SINCE 







• • 
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NOVEMBER, 1982. 

WATSON TOLD | ~| lHAT SHE WAS ACCUMULATING TO MUCH CASH IN 
HER "ASSET MANAGEMENT ACCOUNT". HE TOLD HER THERE WAS AN 
INVESTMENT C ALLED POTOMAC LEASING, WHICH WAS AN S&P RATED TRIPLE 

A BOND, PAYING A HIGHER INTEREST THAN HER MONEY MARKET FUND. 

I-1 b6 

WATSON TOLD|_jlHAT THE E.F. HUTTON OPPORTUNITY TO INVEST ; b7 

IN POTOMAC LEASING HAD CLOSED; BUT THAT ALTHOUGH THE HUTTON 
OPPORTUNITY HAD CLOSED, SHE COULD STILL GET INTO THE INVESTMENT 
THRU HIM. WATSON ASKEl l I TO SEND HIM $15,000.00 IMMEDIATELY. 

OT JANUARY 19, 1985, | | PLACED IN U.S. MAIL 

DEPOSITORY AN ENVELOPE WITH A $15,000.00 CHECK ADDRESSED TO 
WATSON AT HIS HOME IN WASHINGTON, D.C. 

EVIDENCE INDICATED POTOMAC LEASING WAS NEVER AN E.F. HUTTON 
SPONSERED INVESTMENT, NOR WAS IT A BCND OPPORTUNITY AS 
REPRESENTED BY WATSON. POTOMAC LEASING WAS MERELY AN ENTITY SET 
UP FOR THE PERSONAL BENEFIT OF WATSON. 

BASED INPART UPON THIS INFORMATION, AND ADDITIONAL FACTS NOT 
SET FORJH FURTHER IN THIS COMMUNICATION; ON MARCH 28, 1987, 

WATSON PLED GUILTY TO ONE COUNT OF MAIL FRAUD. 

ON MAY 11, 1987, WATSON WAS SENTENCED TO ONE TO THREE YEARS 
WITH RESTITUTION OF $230,00; TO BE INCARCERATED WHEN AN 
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INSTITUTION WAS DESIGNATED. THIS INSTITUTION WAS BELIEVED TO BE 
LEWISBURG, PA. 

EACSIMILE GOEY OF 302 OF HAWKINS INTERVIEW TO FOLLOW AS 
EXPEDITIOUSLY AS POSSIBLE? ORIGINAL 302 OF BOTH HAWKINS AND 
I INTERVIEWS WILL FOLLOW UNDER COVER OF A SEPARATE RUC 
COMMUNICATION; IN A TIMELY FASHION. 

BT 


#0046 







Post Office Box 50164 
Honolulu, Hawaii 96850 
September 14, 1989 


Honorable D. Paul Vernier, Jr. 

Acting United States Attorney 
Suite 502-A 

238 Archbishop Flores Street 
Agana, Guam 96910 

Attention: | I 

Assistant United States Attorney 

Re: PEDRO T. TENORIO, GOVERNOR; 

LARRY L. HILLBLOM; 

BARTON HARRY WATSON, III 


be 

b7C 


Dear Mr. Vernier: 


The purpose of this letter is to confirm information 
furnished to AUSA| | on August 15, 198 9, and 

September 14, 1989, by SA | 

AUSA | | was advised of information and details 

regarding above referenced matter. The usage of telephone and 
non telephone monitoring equipment to record conversation in 
rega rd to th e referenced investigation was discussed with 
AUSA l I . He advised that he fully concurs with the use of 

telephone monitoring equipment and body recorders in this 
investigation and does not believe there is any problem with 
entrapment. . - .: 

Thank you for your assistance in this matter. 



1 - Addressee 
~ 194B-HN—121 


™ : r< S 1 " 7 


Sincerely yours, 

Eugene F. Glenn 
Special Agent in Charge 

/-j-J 

Rv; V 


Supervisory Senior Resident Agent 
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Memorandum 



To 


SAC, HONOLULU (194B-HN-121) (P) Date 


9/14/89 


From : 


SA 


(SRA) 


Subject : 


PEDRO P. TENORIO, GOVERNOR, CNMI; 
LARRY L. HILLBLOM; ET AL; 

CSLPO - LOCAL LEVEL;- 
OO: HONOLULU 


b6 
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BARTON WATSON; 

I ~l 

TGP - OTHER; 

OO: PHILADELPHIA 


SA 

telephone[ 


On 9/14 /89, the writer returned a telephone call to 


Williamsport, Pennsylvania, Resident Agency, 


sa[ 


_], regarding the TGP matter as captioned 

J confirmed information previously received at 


be 

b7C 


above. ___ 

the Saipan RA via teletype from Detroit regarding subject 
WATSON's involvement in a scheme to steal computer programming 
materials from the FEDERAL PRISON CAMP (FPC), Allenwood, 
Pennsylvania, while WATSON was incarcerated there. 


SA [ 
ited 


further advised that WATSON was not 


rehabilitated during his prison st ay and it ap peared that he 


honed his skills as a con man. SA 


cautioned the writer 


in attempting to utilize WATSON's voluntary services as a 
cooperating subject in Honolulu's investigation as cap tioned 
above, and added that WATSON is not to be trusted. SA f 


be 

b7C 


related an incident that occurred after WATSON left the FPC and 
was travelling to Belding, Michigan. According to WATSON's 
probation officer, WATSON spent approximately one week in 
Detroit, Michigan, where he convinced the management of a major 
hotel that he was the front man for a world-wide electronics Qvpi^ 

firm that desired to establish a research and manufacturing plant vT 
in Detroit. WATSON reserved two floors of rooms at the hotel 
for the future visit of the firm's business executives. The 
hotel then treated WATSON to a suite of rooms and free meals 
during his stay in Detroit. WATSON then left for Belding, 

Michigan, without paying for any of the services at the hotel. 
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On 9/14/89, the abo ve was discussed wi th Assistant 
Unit ed State s Attorney (AUSA) | at Saipan, CNMI. 

AUSA | I was not dissuaded from utilizing WATSON as a 

cooperating witness in Honolulu's investigation. He stated that 
WATSON will arrive in Saipan on Northwest flight number 60 at 
1:05a.m. on 9/24/89 in conjunction with a Federal Grand Jury 
(FGJ) subpoena that wa s served on WATSON for his testimony on 
9/26/89. AUSA l I said that WATSON will be departing Saipan 

on Northwest flight number 61 at 2:00p.m. on 9/27/89. WATSON has 
made arrangements for a hotel room at the Pacific Islands Club - 
Saipan and will also make arrangements for his own car. 

In an eff ort to provide a secure location in debriefing 
WATSON,| |arranged for a room at the SUMM ER HOLIDAY 

HOTEL, Saipan, CNMI, from 9/24-27/89. I I further 

arranged for a reduction in price from $75.00 to $55.00 per 
night. 

Inasmuch as AUSA | desires to continue to utilize 

the voluntary services of WATSON, the writer will also arrange to 
provide physical surveillance of WATSON in an effort to monitor 
his activities and contacts while on Saipan. 
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'$£>-302 (REV. 3-10-52) 



P.2 


FEDERAL BUREAU OF INVESTIGATION 


Date of transcription — _ 9/14/89 


. JAKE'S EDGAR HAWKINS, voluntarily appeared at the Northern 

Virginia Metropolitan Resident Agency, of the Federal Bureau of 
Investigation for interview. After being advised as to the 
identit ies of ths interviewing. Special Agents, (SA)s[~ 


and 


— p \ HSS-trJ w | _| 

by a display of credentials and as 


to the nature of the interview, he there after provided they 
following information. 


be 
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HAWKINS is a retired federal government employee, and’ is 
currently self employed. Ke has worked with the U.s. Peace Corps, 
the U.s. Department of Commerce, and the U.S. Department of 
Interior. HAWKINS' last period of government employment was with 
the Department of interior. He served in the U.S. Army, during 
World War II, as an Infantry officer in the "Italian Campaign", 


He has received 2 degrees from Penn State university, a 
Bachelor of Arts and a Masters in Education. He continued his 
education at Sanford University for the purposes of obtaining his 
Doctorate, however he never completed this course of study. 

HAWKINS 1 area of study through out his college career wa© the 
field of education. 

During the, "late 50s to early 60s" HAWKINS was the Area 
Director, of the Bureau of Indian Affairs in two regions, Juneau. 
Alaska and Minneapolis, Minnesota. In 1964 he transferred to the 
Pacific Islands, in Saipan as Commissioner of Health and 
Education, in 1972 he rejoined the Department of Interior as 
Director of Education, for the Bureau of Indian Affairs. He retired 

from this position in 1976? this marked the end of his government 
career. 



Circa 1979, while in Saipan, HAWKINS created a consulting 
firm identified as common WEALTH PACIFIC CORPORATION (CWPC), This 
firm was incorporated at this time as well. HAWKINS has done no 
work (conducted business) as CWPC "within the last year or so", 
HAWKINS^most recent consulting contracts concern 2 companies 
identified as VINNELL, loaatsd in Virginia and JOHN R. short and 
ASSOCIATES, ( (JRS) located in Columbia, Maryland. The bulk of his 
current business interests involve work with American Indian 
Tribes. 


las attlgatlon on 9”14~89 at TYSONS, VIRGINIA FlllS § WMFO 194B-H0-121 



SA 





fry _ 

SA 


SRS/srs 

Date dictated 

9-14-89 
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This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned 
to yOuf agOney; it and its content* are not U s distributed outside your agency, 
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WMFO 194B-H0-121 


Continuation of FD-3Q2 of 


HANKINS described his consulting work as, “helping 
«2S5' Can Coin P a ^i©s.penetrate new markets". His fees for this 
service run approximately $400 per day, pro rated. 

successful the pacific Islands concerned a 
/SSe?tL ? nt ?act obtained for JOHN R. SHORT and ASSOCIATES 
i 5Jilj4.ii < a k® al th care and consulting firm) was able to obtain 

Atoll P The 22S2J2S ? n th f i ?J an<a of M0SN / in the T ruk Island 
aurtia««J h ? con J ra ®5 is actually with TRUK STATE HOSPITAL. This 

HAWKiNs f hL°d«« raot w * a n ?Sstiated approximately 1 year ago, 

HAWKINS has done no work in the Pacific Islands since. 

interests ^araSrSc ?J f ur S h fu J e £ inin ? His occupation/business 
o»eortunlti!!« W aSS S advised that he watches for potential business 
HAWKINS iSilf^yf sha Pf s them t0 th ? needa of his clients/contacts. 

oartleulaJ n^H 1 ?^ iaa £ff? S/oppo ? tunities ' then based upon the 
ivj- . ”!) r ” aed f identifies a firm that is best suited to fill 

head the corLi®»n!^? 0ntaGta tha P rasident o£ the firm, and/or the 
sell hiS 2SS5K? d iiL$Z* ern y!* nt a ^ nc yr a « d then attempts to 
writlno JP WK ^ NS n ©ted that he has always been good at 

P S iSf HB wa tches for these opportunities by 
oov^^2 g v. tO 4 n ^ 03r ? us local newspapers, travel magazines, 

contacts sta y in 9 in touch with his many 

contacts through out the world. 

taoered 0 f^ K S?L to S ain ® SS interests in the Pacific Islands have 
Fi?afc ia t>i S£ Tf rS for f 0me of tha following reasons, 

is the i fact\h«S\^ hat fc f avel time is so long and expensive. Second 

? 1S oontacts in that area are not as good as they 

in the iJiaSJ*?*.*® fe 5® faot that new nat ions such as those now 
in the islands are not very wealthy, 

wrrormnro M*«SS N 5«S? Cania involved in the COMMONWEALTH OF THE 

Nations o^thS^nSfJT? £ G ? MX i t n following manner. Before the New 
U s °?ov^r,^S<. P ? Cl 5 i0 lsland became established as COMMONWEALTHS, 

div;io^SrS? t 4-S UndS set asid ® t0 aid in the economic 

these nations. The funds were to be operated as a 

?S«oT V u g „ l6a S?/ and wer ® P iaca in Certificates of Deposit (CD)s in 
iu® a i $ a ”5!* HAWKINS believed 4 banks were involved in holding of 
ThS S R««v n «Jvf?‘i dBnbified v tnese banks as 1.) The Bank of Guam, 2 .) 
2JJL? a 2? _ 0 2Lf:S ll £ 0 ? l ? ,a# 3 *> The Bank of Hawaii, and 4.) the locally 

Sead?r f Sa 4? a S,* HAWKINS becama aware of the fund by 
-eading publicly available government source information. 
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5 ‘ department of Interior was the source of this 

a v El S^°? h ?Su g h a pSHo 1 oou»Ints hat ltf (th ° lnf ““ tl «l — 

(HAWKINS? residPd°f« t e Q < CNMI/ (PEDRO P. TENORIO) from the time he 

^ii£?™ v“ 

the SLiS-S fSipSIhfpp^I company^ 8 ““ **“*' ™° 

HAWktns !*&»??» ?j a *K e !! , ^ ng bbe department ©f interior information. 
00 S?J S, 3 ; 1 ?^ that an ®PP°rtunity existed, in terms of a 
like ^ture. It was clea:r to Hawkins that a company 

opportunity? raight be able t0 take advantage of this P Y 


t»mgo» introduced tof lana barton 

lMrtlCM' ae f^" b°th Qf K | FJJOTsfarsraS^ntencs.af^ 


b6 

b7C 


if SoTiger irSisiness? ^ identifiad as A6R1 &***' W QUEs!t 
A s a re sultof the introduction and the ensuing business 


SffiC-] WATSON and HAwSs^e ITvSStiST^L^t^ 

d?oSoed out of 3 +-^ ar ? ’ «. Af te £ some tiine WATS0N "mysteriously” 
oresumfirf thflf f wamSr 1 S icfc f r ? for reasons unknown to HAWKINS. HAWKINS 
WA ^ S0N 9ot in to some type of trouble over 

this Sal th2 fc r,?5^ an ^ aOC! ? Unt * m presumed this fact guessing 
?f‘ s bb ®, ff® 1s ' drawing upon past experience that when an 

tM3wf XS * Ul:iVe dismissed from a company, it 1 b usually for 
HawTfTwFLr rea son. HAW KINS last spoke with WATSON in 1982. 
HAWKINS believes | | is still with HUTTON, 


i>6 

blC 


a oartv f^WK I NS sa w |-ZZUs recently a year and a half ago at 

i I SSL.™I-J house. The party was in celebration over 

the*MARS^3 > £ U Tlr&M^« 11 X ft S btaining an asset management account in 
?J R ?? ALL is J a WDS. HAWKINS was involved in the contract in so 

E F hutton 8 ?^^^^?® the initial contacts possible, between the 

fSTSSKS? ° f t SLf^ SHALL HAWKINS identified thefe 

and i AMATt“?awTa 0 n CAR 4 ? aBRUM Chief Secretary of the MARSHALL ISLANDS 
and AMATA KABUA President of the MARSHALL ISLANDS. 
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MARSHALL rsMNDS S managemant 1 aocouE!? n li°'? 00 * for his past ln the 

*—*•* * •sssssii^^ l r%^%s^ balng 

an d hawktwcj^^S^v^ ^ th© initial jussting betw^onl 1 WATSON 

for S ' ne T gp?I DEVELOPMENT LOAM FUND, «DLF) 

yield a hi gher rat a of i2*l5!S ft at he f f 1 ? that the funds would 
than to juft leave t^in ccf? ” ana3 * d ^ E.P BOTTOM, rather 


b6 

b7C 


introduotions K tof °**^ f and^WATsow^c.' fc i? e f » am ®v for his in *tial 
after the govern^FT^NoSo^TfL^ *° 3 ' ..Portly 


after the governor'TrEMOR t otTf{? as tbe ' " earl * 80s ' shorn, 
possibly in iqr^m ,*} a d been elected or inaugurated, 

without his appointmenfSo^' X» & ? osit *ve of the exact da?s4 
appointment fn?» also recalled setting up an 

WATSOM to the g ove?“^ n f f ?iS.^»??^ r 5?^*“?,?r^ft=: 


b6 
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WATSON to the governors Office SL^u ^', and , driv ^ lI and 
business office for the apoointmant^wf th ® governors 

Place in the « nyfi v.^ rf , 0 5??^ nt f'! nt * H< f f e< rf ; 4 ed fc he meeting took 

HAWKINS, Cf^“fHA?IoM? e pa?tlSipa^d ndiVilSUalS ' TEN ° RI °' 

and WATSON ^which took^i-a S?? 0n *< Blee1: J? s between the governor 

HAWKINS recalled WATSON^osmo f? L* 1 ?*, af ?* r ? hs initial meeting. 

in Seipen. HATO wff al?efdv i??«^=h nd ^? l0ne !? d th * two “ at 
prearranged while fa ft +-v> watjvtm^ in Saipan. This meeting had been 

HAWKINS believed the purttoff N ?r,S n ?v, WATS ° N 7 are in the states, 

WATSONS * desire to discuS^S-t??**? 1 ® second meeting concerned 
rnanaoement *, diSCU ? s w ^th the governor, E.F. HUTTON'S bid for 

SoSfpSSlio works coSS^L DeVSl0pin f nt Loan Fund ' * nd to disciss 

Saipan. Whan asked if he oLtieins?iS g ^ h ?H? arb0r a 2 d air *> ort in 
HAWKINS was not sure fan? EKi in Ir his second meeting 

opined that hedrov? d ' " seem f to me I did". HAWKINS 

thiB second meeting and on thc, 3 ? 0 ”^ meeting as well. Subsequent to 
were invited to a LISiLSl J h ? f day ' both HAWKIN S and WATSON 
HAWKINS did not think ^ iven at the governors office. 

this would have baan higLy^u™fufl! aS alsoussed at the i“nchaon as 

oonoarnino A thf°o=^?J?- 4 - HA ^ :I !? S i nvol ved in any discussions 
E.F. HUTTOH raoeivad^h^L^* 11 Aickbaoks might ha required before 

offering the ffme to SvonS IaSS?M. aOntra0 J- HAKKINS denied ever 
aevari yon©« Hawkins n^vsr h©aird of © spsclai fund 

allegedly asked for, or required by tenorio, and he suspIftJd io 
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of 2.F. HUTTON and^the^CNMI^ hawkin? 0 ^ 11 ^ 11 ^ business dealings 

appointment boorfor the^;«n«! ^ S v, agr ?!? to consult 

relative *1 purpose of providing more specific dstsQ 

relative to the travel and meetings listed above* B P ecir * c aa *®s 

first give^to^pf^HuiTOM ^nd^th r ^ iE - J5 ) ana 5® ment account was at 

elated! However he recalled ?S?J b ?£ h l— — —*J nd WATS0N were 

back (not let) and ?he de2? Si 1 tSroSgS? ® ventUa:il y was called 


kickbacks ofbribe tymlltLlitl ^JSLS* inv ° dement i 
WASSON capable, based P uoonth a advised that he suspects 
WATSON left l.*. HUTTON^HAWKlNS^dvisedf^^^^fi^th^type^of^^ 0 ^ 


person who will skirt tA ft n„?^ S -,? fl Tr e<a U_ 113 the type of 

possible to get a contract^ hawvtmS 1 * 3 0f as close as 

any illegal c haw Kj.NS has no first hand knowledoa ni» 

WATSON miking tha eSen? w'^LTf" ° r 1 - 1 Ha recllled 

C Contracts <w«i/Lk omment, »*if we can bring soma of these in Jim 
^contracts implied), we can make you a wealthy man". ' 

firs t "*hia was tha 

with | . . 

all business 


out by HAWKlNs a at e the n time S of e fhS 1 ^S° n "y ritt ^J bacause / a © pointed 
for a broker to eJ ™?*..t f interview, it would be illegal 
finders fee. Percentage of anticipated commission to a 

project waf 1 »pig B ySkId.. tr Sri„ t ? ^/^“da concarning this 

of separata bLilLs Srtlri.tl f0r tl> ® P ur P ose 

reimbursements *i-«m *£ 4 - e8t ' “ AWKINS received no payment or 
payments of gonnn rtn^^ S proposed venture. He did received 4 

5255? Ihd $ ril4liafsir o II S o!? a!: ' Shall 4 . I ; lands oontraot mentioned 

venture, (presumed havin« 1 tfl°SS\ 0 t? + .f a X? ent to * a s *P arat ® business 
related). niea navin S to do with Micronesia but not EDLF 

in this buIiIISs 0 SILSl? U Iid°lS I he °° Urse °J 2 AWK “ S ' involvement 

^ ^id hs h©^r r^gussts for kickbacks 

before B.p. HUTTON^oui^receiv^the^asset^a 3111 ^^ 55081 * 1031 ®' 
the EDLF. receive the asset management contract of 
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At the conclusion of the interview HAWKINS advised h© 
would review his 1984 appointment calendar for the purpose of 
providing specific dates relative to his travel and business 
appointments in Micronesia. 

Later that afternoon (9-14-89), HAWKINS telephonically 
provided the following details from this appointment book. He was 

—-*-*—' -’ 1 and WA TSON as stated earlier by 

then set up an appointment 



1 on 12-6 

with watson and 

b 


1-10-84 for the purpose of briefing them 


Micronesia 1-20-84 through 2-26-84, but neither WATSON nor [ 


traveled with him. HAWKINS traveled a seco nd time to the same area 
3-6-84 through 3-17-84, WATSON and I | might have traveled with 

him on this trip but he did not however feel this was the case. 

HAWKINS felt the trip when he introduced WATSON and 
to TENORIO, occurred 8-3-84 through 8-19-84. 

HAWKINS c onfirmed that WATSON traveled to Micronesia a 


second time without 


^jin October/84 because he, (HAWKINS) had 
to travel to that locale on 10-1-84, for a 5 day business trip. 
HAWKINS met watson there on this travel stating, ’’WATSON arrived 
separately from me on 10-4-84”. A notation in HAWKINS' appointment 
book indicated WATSON was to arrive on a flight from Guam at 8:04 
am. It was further noted the they had an appointment with TENORIO 
that same day, Thursday at 10:00 am. HAWKINS commented, "just the 
two of us". Thera is a secon d notation of a lunch appointm ent on 

(believed to be l H HAWKIN S 


the same day with 
presumed that he took watso: 
as well. 


3 


along on this lunch date with 


On Friday the 9 th there is a notation that Hawkins haft a 
9:00 am. appoin tment with I I f believed to be 


HAWKINS recalled that on Friday the 9th he also had 
lunche on with TENORIO after the 9:00 am. appointment with 


_ Those present during the luncheon were as follows: 

HAWKINS, WATSON, TENORIO, members of TENORIOS' family, and "a 
couple businessman from JAPAN”. 
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private meeting with TENoirS? i J£ lly r ?5 ember if WATSON had a 
this kind of meeting if he did drive WATSON to 

of Fridav Ofh mS? 1 ?’ have OCOUr ^ ed om the morning 

I- I haw^tSs he (HAWKINS) had the 9:00 am meeting with 

at TENOR!qs office balore^the mig J}t have dropped WATSON off 

Sini&HfMilafV° v «"“Sn.^sSHas UP 

sc-* i.*aa. 1 »rErsr“ M „ 


obtained tSoug^ob^ati^anS/or^rte^ieS" “ HAWKIMS Was 

JAMES EDGAR HAWKINS 
DOB: June 7.1922 
POB: Buenos Aries, chile 
SSAN: 218-18-0676 

MARITAL STATUS: Separated 3 1/2 yrs 
RESIDENCE: 11438 Waterview Cluster 
Reston, Virginia 22090 
HOME PHONE: (703) 471-1967 
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On 9/13/89, 


arranged for a room at the 


SUMMER HOLIDAY HOTEL, Saipan, CNMI, from 9/24-27/89, for the 
purpose of debriefing cooperating subject BARTON HARRY WATSON, in 
connection with investigation into 194B-HN-121. The source 
arranged for the room to be reserved in the name of RICHARD 
THOMAS and was able to arrange a rate reduction from $75.00 per 
night to $55.00 per night. 


This accommodation will ensure a secure location for 
the debriefing of the cooperating subject, who has arranged for 
overnight accommodations at the PACIFIC ISLAND CLUB - Saipan. 


Information hproJn obtained confidentially; 
Informant’s namo fa not to bo disclosed In a 
report or cthorvrioa unfoo 3 tt hcs boon docldod 
definitely that this person Is to to a witnoso in 
0 .trial or hearing. 
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0010 MRI 01401 
PR FBIHN 

DE FBIDE #0019 2752216 
ZNY EE E EE 
R 022107Z OCT 89 

EM EBI DETROIT (194B-HN-121) (P) (C-3) 
TO EBI HONOLULU/ROUTINE/ 

BT 

UNCLAS E F T 0 
CITE: //3220:2636// 


SUBJECT: PEDRO P. TENORIO, GOVERNOR, COMMONWEALTH OF THE 
NORTHERN MARIANNA. ISLANDS (CNMl); ET AL; CORRUPTION OF STATE AND 
LOCAL PUBLIC OFFICIAIS; 00: HONOLULU. 

RE HONOLULU TELETYPE TO DETROIT, DATED SEPTEMBER 30, 1989. 
FOR INFORMATION OF HONOLULU, ON OCTOBER 2, 1989, U.S. 

| WAS ADVISED OF BARTON WATSON’S 


PROBATION OFFICER CARL 


DEPARTURE FROM SAI PAN ON SEPTEMBER 28, 1989, AT 2:00 A.M. 

WAS ALSO ADVISED OF WATSON'S REPRESENTATION OF HIMSELF 


AS THE EXECUTIVE DIRECTOR OF GRAND CHAMPION RESORTS, PAIM 
SPRINGS, CALIFORNIA; TO THE MANAGEMENT OF ONE SAI PAN RESORT. 
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PAGE TWO DE EBIDE 0019 UNCS E F T O 

HONOLULU IS ADVISED THAT WATSON HAS UTILIZED THIS PLOY IN 
THE PAST TO INCUR LARGE LODGING AND ENTERTAINMENT TABS AT VICTIM 
HOTELS. WATSON PROMISES FUTURE BUSINESS IN RETURN FOR 
COMPLIMENTARY OR EXCESSIVE VIP TREATMENT. I ~| hAS 

REQUESTED TO BE ADVISED IF WATSON ATTEMPTED TO SCAM THIS SAI PAN 
RESORT IN ANY MANNER. 

HONOLULU AT SAI PAN: WILL CONTACT MANAGEMENT OF THE SAI PAN 
RESORT MENTIONED IN REFERENCED TELETYPE AND DETERMINE IF WATSON 
DEFRAUDED OR ATTEMPT TO DEFRAUD THAT RESORT OF FUNDS, GOODS, 
AND/OR SERVICES. 

BT 

#0019 


NNNN 
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natfi 9/29/89 


FM FBI HONOLULU (194B-121) (P) 

TO DIRECTOR FBI/ROUTINE/ 

FBI DETROIT/ROUTINE/ 

FBI. PHILADELPHIA/ROUTINE/ 

FBI WMFO/ROUTINE/ 

BT 

UNCLAS E F T 0 
CITE: //3280:6680// 


SUBJECT: PEDRO P. TENORIO, GOVERNOR, CNMI, ET AL. ; CORRUPTION OF 
STATE AND LOCAL PUBLIC OFFICIALS - LOCAL LEVEL; 00: HONOLULU.' 

FOR INFORMATION OF FBIHQ, HONOLULU DID NOT AND WILL NOT 
UTILIZE CONSENSUAL MONITORING TECHNIQUE AS AUTHORIZED BY DOJ 
REGARDING THIS INVESTIGATION. • 

HONOLULU APPRECIATES THE TIMELY LEAD COVERAGE AND REPORTING 
OF PERTINENT INFORMATION BY ALL AUXILIARY OFFICES. AS A RESULT, 
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Date _ 


A PAGE TWO DE HN (194B-121) UNCLAS E F T O 

AN EXHAUSTIVE INTERVIEW WAS CONDUCTED OF SUBJECT WATSON ON 
9/26/89. HE DEMONSTRATED A SEVERE LACK OF CANDOR AND 
CREDIBILITY. FURTHERMORE, WATSON WAS NOT USED AS A FEDERAL GRAND 
JURY WITNESS IN THIS MATTER. 

WHILE ON SAIPAN, WATSON'S ACTIVITIES WERE CLOSELY MONITORED. 
HE WAS OBSERVED WITH LARGE SUMS OF ASIAN CURRENCY. HE 
REPRESENTED HIMSELF TO THE MANAGEMENT OF ONE SAIPAN RESORT AS THE 
EXECUTIVE DIRECTOR OF GRAND CHAMPION RESORTS, PALM SPRINGS, 
CALIFORNIA. BECAUSE OF WATSON'S INCLINATION TOWARDS DISHONESTY, 
HONOLULU REQUESTS DETROIT TO NOTIFY U.S. PROBATION OFFICERI I 


|_| 137 FEDERAL BUILDING, GRAND RAPIDS, MICHIGAN, THAT 

WATSON DEPARTED SAIPAN AT 2:00 A.M. ON 9/28/89. HONOLULU IS NOT 
AWARE OF AUTHORIZATION ALLOWING WATSON TO TRAVEL OUTSIDE THE U.S. 

HONOLULU WILL SUBMIT CON-ARTIST INDEX INFORMATION, FD-761, 
AND DETAILED LHM. 
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Memorandum # 





To 


SAC, HONOLULU (194B-HN-121)(P) 


Date 


9/28/89 


From : 


SA 


(SRA) 


Subject: PEDRO P. TENORIO, GOVERNOR, 

CNMI; ET AL; 

CORRUPTION OF STATE AND LOCAL 
PUBLIC OFFICIALS - LOCAL LEVEL 

00: HONOLULU b6 

b7C 


On 9/ 22/89. the writer m et with Assistant United States 
Attorney (AUSA) I I regarding the travel of BARTON 

WATSON, III, a cooperating subject of captioned investigation, in 
regards to a Federal Grand Jury (FGJ) subpoena previously served 
on WATSON for his testimony in regar ds to al legations he made 
concerning this investigation. AUSA | | advised that WATSON 

has been provided with a letter of immunity in this matter. 
However, an FBI investigation of WATSON's activities while 
incarcerated in the FEDERAL PRISON CAMP at Allenwood, 

Pennsylvania, is pending and WATSON ' s attorneys located in New 
York City have requested AUSA I I to write a letter to the 

U.S. Attorney's office in the Middle District of Pennsylvania 
advising that office of WATSON's cooperation in captioned 
investigation. 


In anticipation that WATSON would attempt t o collec t 

lwas 


travel money from the U.S. Attorney and the FBI, AUSA 
advised that any expenses incurred by WATSON in his trav els to 
Saipan would not be reimbursed by the FBI. AUSA |~ ' 

that WATSON would be submitting a voucher to AUSAf 

i- tIs -I mL . 1 J -1- • J T m _ Ann n n _ -» _• 


1 adv ised 
office 


which would entitle WATSON to $30.00 per day in witness fees, up 
to $32.00 per day regarding car rental, per diem at the 
applicable rate for the island of Saipan, and round trio fi rst 
class air service between Detroit and Saipan. AUSA | I said 


that WATSON had made his own arrangements at the HYATT REGENCY 
HOTEL on Saipan and that he would be arriving on Saipan aboard 
NORTHWEST flight number 60 at 1:05 a.m. on 9/24/89. WATSON's 
itinerary calls for a scheduled departure on NORTHWEST flight 
number 61 at 2:00 a.m. on 9/28/89. 
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Investigation at SAIPAN INTERNATIONAL AIRPORT 
on 9/24/89 disclosed that WATSON arrived on Saipan at 
approximately 1:12 a.m. aboard flight number 60. He was 
identified as wearing a white and blue striped long sleeve dress 
shirt, navy blue dress slacks, glasses, 6 foot 2 inches tall, 
220-230 pounds, light brown and neatly trimmed hair. He was 
handling carry-on luggage. WATSON cleared CNMI IMMIGRATION and 
CUSTOMS and then departed for the HYATT REGENCY HOTEL. 

On 9/24/89,1 I (protect identity by 

request), I l HYATT REGENCY HOTEL, Saipan, 

CNMI, telephone I I. advised that WATSON was ass igned 

room 607 in the south wing of the hotel. On 9/25/89, | ~| 

advised that WATSON was departing the HYATT REGENCY because of 
his dissatisfaction with his treatmen t at the hotel and a lack of 
shampoo in his room. Because I ~| had been previously warned 

that WATSON h as been known to leave hotels without paying his 
bill, | l advised WATSON he would have to settle his account 

in cash before he would be allowed to leave the hotel. WATSON 
became verbally abusive, but did pay his bill which amounted to 
$271.95. These charges included a room charge of $105.60 per 
night for two nights, a meal charge of $78.00 at the CHINESE 
RESTAURANT, and approximately $25.00 in bar bills and telephone 
calls. WATSON placed telephone calls to a number identified as 
that of the PACIFIC ISLAND CLUB RESORT (PIC) and to AUSA | | 

At a pproximatel y 10:30 a.m. on 9/25/89, WATSO N moved 
into the PIC. I I (protect ide ntity by r equest), | 

PIC, Saipan, CNMI, telephone I I advised that 

WATSON was assigned roo m 217. Following h is check-in at the 
hotel, WA TSON cont acted I I (protect identity by 

request). I 1 ESPN RENT-A-CAR. Saipan, CNMI, 

telephone 1 I and rented a blue Susuki registered with CNMI 

plate number AAK-692. 


_In previous conversations with AUSA | | WATSON had 

told | | that NORTHWEST AIRLINES had lost his luggage en route 

from Detroit, Michigan, to Nagoya, Japan. WATSON further stated 
that all of his credit cards and documents pertaining to 
captioned investigation were included in his luggage. It is 
noted that WATSON was observed by the writer carrying a green 
carry-on bag as well as a briefcase upon his arrival in Saipan. 

The writer attempted to locate WATSON at the PIC at 
approximately 11: 30 a.m. on 9/ 25/89. WATSON was observed in 
conversation with| | (LNU) ,| | PIC. At 

approximately 12:00 noon WATSON and | | had lunch at the PIC 
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whi ch last ed until approximately 1:10 p.m . At t hat time, WATSON 
and | I departed the PIC restaurant and I I provided WATSON 

with a tour of the resort , including introducing WATSON to 
several managers. I I also provided WATSON with a silver PIC 

card which entitles WATSON to utilize PIC resort centers 
worldwide for a one-year period. WATSON, using his own name, 
advised PIC personnel that he was the executive director of GRAND 
CHAMPION RESORTS located in Palm Springs, California. 

WATSON returned to his room at the PIC at 
approximately 2:15 p.m. The writer then approached WATSON and 
introduced himself. Thereafter the writer spent approximately 
one hour beco ming acqu ainted with WATSON. Arrangements were 
made for AUSA l I to meet WATSON at the PIC later in the day 

and further arrangements were made for the writer to interview 
WATSON at the SUMMER HOLIDAY HOTEL on 9/26/89. 

On 9/26/89, IA I I determined that WATSON's 

bar bill and dinner at the CHINESE RESTAURANT, HYATT REGENCY 
HOTEL, were the results of WATSON drinking and dining alone. It 
was speculated that because of the $78.00 dinner at the CHINESE 
RESTAURANT that WATSON may have met with someone over drinks or 
dinner. However, hotel receipts as well as interviews with hotel 
personnel revealed that WATSON's dinner included two entrees as 
well as a serving of bird's nest soup which cost $24.00 in and of 
itself. 

Upon WATSON's arrival in Saipan, he advised AUSA 
that his luggage had been lost and this particular luggage 
contained all documentary evidence that WATSON was to review with 
the writer. Throughout the course of WATSON's stay on Saipan, he 
continued to insist that his evidence would prove the involvement 
of public officials from Saipan in kickback schemes. On three 
separate occasions, WATSON claimed that the airlines had 
recovered his luggage and he would be able to prove once and for 
all that the allegations were true. However, WATSON claimed that 
once his luggage was recovered that someone had rifled through 
his luggage and stolen all his documents, traveler's checks, and 
credit cards. It is the writer's contention that the claimed 
documents never existed. 

On 9/26/89, | l PIC, 

advised that WATSON had departed the PIC at approximately 9:00 
a.m. on 9/26/89, and returned to the resort at approximately 3:00 
p.m. on 9/26/89. These times correspond to the times that WATSON 
was being interviewed by the writer, however, WATSON claimed that 
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he had to return to the PIC during the lunch break on that day 
because he had forgotten his wallet and was unable to buy his 
lunch. Before breaking for lunch, WATSON had hinted that the 
writer should lend him or p rovide h im with lunch money. This 
was not done. Furthermore, | | did not see WATSON return to 

the hotel between 11:30 a.m. and 1:00 p.m. on 9/26/89. 


AUSA l I had contemplated having WATSON testify 

before the FGJ o n 9/27/8 9. Following the interview of WATSON 
on 9/26 /89. AUSA||decided not to have WATSON testify. AUSA 
'notified WATSON of this on 9/26/89. At that time, AUSA 


f confronted WATSON as to WATSON's attempts to defraud a 


hotel in the Detroit, Michigan, metropoli tan area following his 
release from prison. WATSON advised AUSA I I that the basic 

facts were true, but WAT SON had an explanation. Additionally, 
WATSON told AUSA| | that he also had an explanation regarding 

1 j_ •_ j ' _*i •_i_•____i_ _• •»_ 


falsehoods in his original application for employment with 
E.F. HUTTON. In discussions between the writer and AUSA [~ 


it was decided that WATSON's inclination was to fabricate lies 
and concoct untrue scenarios based on various contacts he had 
made on previous visits to the island of Saipan. 


] 


At approximately 8:30 a.m. on 9/27/89, the writer 
confronted WATSON as he was about to leave his hotel room at the 
PIC. At this time, the writer advised WATSON that he was too 
undependable and unreliable to be trusted as an FBI cooperating 
witness or informant. It is the writer's contention that WATSON 
originally provided allegations to the FBI in hopes of securing 
an early release from prison. It is further believed by the 
writer that WATSON purposely misled investigators as to the 
possibility of criminal actions on the part of captioned subjects 
in hopes that the U.S. government would finance his travels to 
the Pacific Rim so WATSON could make contacts in hopes of 
personal financial gain. It is the writer's belief that this 
personal agenda of WATSON's was interrupted because of the 
skepticism of the writer who continually made attempts to keep 
WATSON off balance during his stay on Saipan. 
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FEDERAL BUREAU OF INVESTIGATION 


9/29/89 


Data of transcription. 


BARTON HARRY WATSON, III, date of birth 
October 18, 1960, who now resides at 509 North State Road, 
Belding, Michigan, and possesses Michigan Driver's License 
number W325-081-298-802, and possesses Social Security Account 
Number (SSAN) 381-78-3111, was advised as to the identity of the 
interviewing Agent as well as the nature of the investigation. 
Prior to the interview, WATSON was read his rights^ as listed on 
an FD-395. Before signing his waiver of rights, WATSON requested 
that a statement be written on the FD-395 to the effect that he 
had travelled to Saipan under service of a Federal Grand Jury 
subpoena from the District of the Northern Mariana Islands and 
that prior to his travel, WATSON had been given a grant of 
immunity through h is attorney from Assistant U.S. Attorney (AUSA) 

I_ I The statement was written on the FD-395 and 

WATSON signed the waiver of rights portion of the form. 
Thereafter, WATSON provided the following information: 

WATSON started his employment with E.F. HUTTON, 
INCORPORATED (EFH) during May, 1982, as an account executive 
trainee. After completing training and licensing programs, he 
became an account executive of the EFH brokerage firm as a retail 
stockbroker. Over the next twelve months, WATSON proved himself 
exceptionally proficient and became the number one account 
executi ve with EFH. Purina this period of time, the manager of 
EFH was | | . I | focused on growth of the EFH office 

and implemented a policy of liberal interpr etation o f Securities 
and Exchange Commission (SEC) regulations. | 1 philosophy 

was for each one of his account executives to make their 
production no matter what methods were utilized. 

It was during this period of time that I I _ 

became an account executive with EFH. The office"] under | | 

leadership, had a partnership working arrangement wherein two 
account executives worked together on various accounts. Not only 
did the account executives work together, but they also shared 
their comm issions from the proceeds of sales on a 50/50 basis. 
WATSON and | | worked together for six months targeting 

institutional investments. I ~l had an extremely large client 

base that he was not using effectively. WATSON was remarkably 


Investigation on 


9/26/89 Garapan, Saipan, CNMI HN 194B-121-(t| 

-r-A_at_File #_ 
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successful with generating the most out of each client. 

Therefore, the men were a logical partnership an d they wo rked 
we ll together complimenting each other's skills. | I was very 

good at paperwork, but WATSON despised it. WATSON could function be 
more freely with the clients if he did not have the burden of b7c 

paperwork. He desc ribed the partnership within EFH between 
himself and | | as a synergy. 

The.partnership was simply a function of the management 
and organization within EFH. It was not a partnership in the 
legal sense. The men were given their own support staff. The 
administrative assistant respon sible for handling the support 
staff for WATSON and| |was| [ 

_ be 

WATSON and | | developed a business plan to focus on t>7 

commercial business customer s and w anted a long-term relationship 
with sophisticated clients. I I gave the men the freedom to 

run their own calendar and they operated their accounts as a 
small business. 


After forming their partnership, WATSON and| | met 

JIM HAWKINS, an independent entrepreneur and the former director 
of housing for the government of Saipan. HAWKINS advised the men 
of several business opportunities within Micronesia. HAWKINS 
knew of a $150,000,000.00 trust fund being setup for the Marshall 
Islands government. The three men travelled to Majuro in an 
effort to establish an EFH account for the Marshall Islands 
government. WATSON does not know if the account was ever 
established because it was about two-thirds of the way completed 
before he was released from EFH. 

As the men travelled together, it became apparent to 
WATSON that HAWKINS had extensive contacts on the island of 
Saipan within the Commonwealth of the Northern Maria na Isla nds 
(CNMI). The three men travelled to Saipan along with| 

1 a money manager from the Raleigh/Durham EFH office. 

While in Saipan, the EFH group met with various Saipan government 
officials, including I I who was them lof 

MICROL CORPORATION (MICROL) as well as | | of 

directors for the ECONOMIC DEVELOPMENT LOAN FUND (EDLF). The 
group also met LARRY HILLBLOM, one of the founders of DHL 
CORPORATION and principle owner of the BANK OF SAIPAN (BOS) . 

This first trip to Saipan was made during June, 1984. 
This type of trip is known within the business as a relationship 
development trip and while staying in Saipan, the group presented 
a very high profile. 
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WATSON envisioned that Saipan was ready for economic 
development and the EFH group wanted a quick and easy sale. 
Therefore, the EFH group gave a sales presentation in hopes of 
securing the $7,000,000.00 from the EDLF board of directors for 
investment with EFH. 


1 | setup a meeting for WATSON and|_|to meet 

With I I of WAH KONG SHIPPING AND 

INVESTMENT COMPANY, Hong Kong. WATSON indicated that WAH KONG 
owns and operates the HYATT REGENCY HOTEL l ocated on Saipan. 
WATSON said he spent less than an hour with | |and that during 

his conversations | | hinted that payoffs would have to be made 

on Saipan in order to secure government contract monies. 


_ Purina th e first trip to Saipan, WATS ON also met| | 

I of BOS. According to WATSON J 1 

advised that he wished to open an overseas account through the 
EFH London, England, office in the name of BOS with investment 
capital coming from selected customers of BOS. 

WATSON advised that told him that although EFH 

was proposing a 13 to 16 percent interest appreciation on an 
investment of $7,000,000.00 from the EDLF, that a one or two 
percent gain would be sufficient proceeds for the EDLF. WATSON 
explained that if the EDLF money was invested in an EFH account, 
EFH would take 30 to 40 percent of the profits as a management 
fee and 60 to 70 percent of the payout would be available for 
interest to the principles and commissions to the account 
executives. WATSON said that of the proc eeds to be paid as 
commission, it wa s agreed that WATSON and | | would get 

a 50 percen t cut,I I would receive a 25 percent cut and 

HAWKINS and I I would be provided with a 25 percent cut. 

During October, 1984, a second trip was made to Saipan. 
Before coming to Saipan, the men met with HILLBLOM in London, 
England. WATSON said that it was agreed between him, | \ and 

HILLBLOM that EFH would make a joint presentation of the proposal 
for investment of the EDLF money with the BOS. WATSON said that 
this was HILLBLOM 1 s suggestion and that it would allow for a 
joint management of the $7,000,000.00 EDLF fund. WATSON said 
that he never made any offers of anything to anybody, but was 
continuously solicited for payoffs and kickbacks from I I and 

HILLBLOM. 
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Although WATSON said that he g ave one pair of one-way 
a i**line tickets from Guam to Honolulu t o I I he did not 

provide any kickback or payoff money to I I for i I 

supp ort in attempting to secure the EDLF account. WATSON said 
that | | . freguently asked for a retainer in the form of an 

advance agai nst a co mmi ssion for bringing the EDLF fund to EFH. 
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[of MICROL. 

-Gas 

position and needed cash. 

hire him as an agent for EFH, but 

frequently : 
WATSON gave 


]was not paid for this 


_established an account with EFH with $10,000.00 

of his personal finances. This mutual fund was established by 
phone wit h WATSON. WATSON said that he allocated guaranteed 
shares to | I account. Furt hermore, W ATSON arranged for 

"hot offerings" to be assigned to | | account. WATSON 

explained that when demands exceed supply it is possible for 
shares to double in value in less than one hour. WATSON said 
that account executives with firms such as EFH have discretionary 
power in guiding where these "hot offerings" will be assigned. 

Although WATSON never provided any money to 
. WATSON, recalled that in various conversations with 
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indicated that he needed approximately $40,000.00 to 


that 


be 
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finance his daughter's education 

Regarding HILLBLOM and the BOS, WATSON said that there 
were no kickbacks or other perks provided by WATSON on behalf of 
EFH to HILLBLOM. Furthermore, WATSON said that no accounts were 
setup in any of EFH foreign offices for HILLBLOM or any of his 
companies. 

Although WATSON could not remember the dates of a 
one-on-one meeting he had with Governor PEDRO P. TENORIO, WATSON 
believed that the meeting occurred during his third visit to 
Saipan. HAWKINS and WATSON drove separate cars to the governor's 
office and HAWKINS introduced the governor to WATSON. HAWKINS 
then departed and left the governor and WATSON to have a privat e 
conversation.. The governor advised WATSON that he knew | | 

was doing business with EFH. WATSON was told by the governor 
that the governor desired to have his own account established 
with EFH. WATSON explained to the governor that if he would open 
an account with EFH, WATSON would be able to guarantee the 
governor incredible financial profit and results from this 
account. However, WATSON got the impression from the governor 
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that the governor expected EFH to finance the account. WATSON 
further believ ed that th e governor thought that EFH had financed 
the opening of | | account with EFH. According to WATSON, 

he gove rnor stated that he wanted an account op ened the same as 
WATSON took this to mean | | and believed that 

the governor wanted a $10,000.00 account with EFH opened in the 
governor's name. WATSON made it clear to Governor TENORIO that 
the governor would be thrilled with the results of an account if 
he should open one. WATSON stated that the conversation went 
back and forth in this manner for several minutes. However, the 
governor did not open an account with EFH nor did EFH open an 
account for the governor with funds supplied by EFH or any other 
party. 


Although WATSON had previously advised the FBI that an 
EFH account was setup for HILLBLOM and the BOS by EFH through its 
offices in London, England, and Geneva, Switzerland, during this 
interview, WATSON denied that the transaction happened. 
Furthermore, WATSON had previously stated that the BOS was used 
as an intermediary in administration of the $7,000,000.00 EDLF 
fund account. During this interview, WATSON stated that BOS was 
never used as an intermediary. WATSON was again questioned as to 
the specific arrangements whereby $10,000.00 of EFH funds were 
used to open an investment account for Governor TENORIO in the 
name of BANK OF SAIPAN. WATSON said that this never occurred. 
Furthermore, WATSON had previously indicated to the FBI that a 
relative of the governor's was hired at a salary of approximately 
$100,000.00 per year to work at EFH. WATSON explained that 
HAWKINS had proposed an idea that EFH should open an office in 
Saipan and then employ local people to staff the office. The 
implication was that strategic people, i.e. relatives or friends 
of government officials would be employed at the Saipan branch of 
EFH. Additionally, during the first interview of WATSON durin g 
1987. WA TSON indicated that he had met with HILLBLOM and I I 


\ also known as [ 

*U< 

f 


£or_a_neriod of two days wherein 


as to the methods of doing 


the two men educated WATSON and 
busines s on Sai pan. During this interview, WATSON denied ever 
meeting 


At the conclusion of the interview, WATSON stated that 
he never made any personal investments or any investments for EFH 
in Saipan. At the time of the interview, WATSON stipulated that 
he had no investments in Saipan and that he travelled to Saipan 
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under a Federal Grand Jury subpoena because he felt that he owed 
something to the U.S. government for past criminal actions on his 
part. He was hoping that his information would be of value to 
the FBI and that he would be able to work as a cooperating 

with the FBI so evidence could bej collected showing that 
public officials on the island of Saipan yrere involved in 
payoffs, kickbacks, and bribery related schemes. 

Unknown to WATSON was the fact that the FBI had secured 
his employment records from EFH. The employment records stated 
that WATSON was born October 18, 1957, and that his SSAN 
was 381-48-3111. Furthermore, the records disclosed that he 
attended the UNIVERSITY OF WISCONSIN from, 1972 through 1973 and 
the UNIVERSITY OF MICHIGAN from 1973 through 1975. He started 
employment with EFH on December 8, 1983, and was released from 
EFH on January 28, 1985. During this interview, WATSON said that 
he attended the UNIVERSITY OF WISCONSIN ajs an extension student 
while he was still in high school from th£ years 1977 through 
1978 and that he attended the UNIVERSITY OF MICHIGAN from 1978 
until 1980. He insisted that he became airegistered account 
executive with EFH during August of 1982.j WATSON could not 
explain the discrepancy in his SSAN and stated that his actual 
SSAN is 381-78-3111. He explained that he submitted his 
application with a false date of birth ini an effort to cover up 
the fact that he was so young. He knew that he was very young to 
be employed by a major financial house such as EFH but he also 
believed that he was extremely bright and could become a 
successful executive with EFH. Therefore-, WATSON falsified his 

date of birth on his application with EFH-. 

i 

During the 1987 interview of WATSON, WATSON indicated 
that he had documentary evidence to the involvement of public 
officials on Saipan with criminal activity. Prior to this 
interview being conducted, WATSON was requested to bring these 
documents with him to Saipan. The records were to include 
calendars and personal notes with specific dates of contacts in 
Saipan and travels to Saipan, documents supporting WATSON's 
original claim that he paid a bribe to Governor TENORIO, and 
private papers regarding accounts setup in the name of LARRY 
HILLBLOM and his businesses in London and Geneva. When WATSON 
arrived on Saipan, he advised that all of these documents along 
with his traveler's checks and credit cards were placed in a 
suitcase that was lost by NORTHWEST AIRLINES in his travels 
between Detroit, Michigan, and Nagoya, Japan. WATSON explained 
that he was expecting the airlines to recover his baggage while 
















HN 194B-121 


Continuation of FD-302 of BARTON HARRY WATSON, III _ 9/26/89 page ^_ 

he was in Saipan. WATSON had been observed upon his arrival on 
Saipan carrying a green carry-on item of luggage as well as a 
briefcase. However, during the interview, WATSON advised that he 
had been notified by the airlines that his luggage had been 
recovered. WATSON went to the airport to clear his luggage 
through customs and secure the documentary evidence he had 
previously said he would produce. WATSON said that although his 
luggage was recovered by the airlines, someone had apparently 
stolen all of the documents, his traveler's checks, and his 
credit cards from the luggage because they were not in his 
luggage. 


The following description was obtained through 
observation and interview: 


Name: 

Aliases: 

Date of birth: 
Place of birth: 
SSAN: 

Michigan Driver 1 s 
License number: 
Height: 

Weight: 

Eyes: 

Hair: 


BARTON HARRY WATSON, III 
BARRY WATSON 
October 18, 1960 
Grand Rapids, Michigan 
381-78-3111 

W325-081-298-802 
6 » 2 " 

220-230 pounds 

Blue; wears tinted glasses 

Light brown and wavy. 









Memorandum # 



SAC, HONOLULU (194B-121) (P) Date 9/29/89 


From 


SA 


(SRA) 


Subject: PEDRO P. TENORIO, GOVERNOR, CNMI, ET AL; 

CORRUPTION OF STATE AND LOCAL 
PUBLIC OFFICIALS - LOCAL LEVEL; 

00: HONOLULU 


Attached 
U.S. Attorney (AUSA) 


Probation officer £ 


it 


a copy of a teley ed message to Assistant 


1 


Saipan, from U.S. 


_ _. Grand Rapids, Michigan, 

reporting illegal'activity on the part of BARTON WATSON, III, 
subject in the captioned matter. 
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FJEP-20-1989 13 = 43 FROM LLS. District Court WDMI TO 


90116702349159 


P.02 



UNITED STATES DISTRICT COURT 
Western District of Michigan 
PROBATION OFFICE 


REPLY TOI 

I_ ROBERT L. BRENT 

CHIEF U.S. PROBATION OFFICER 
137 FEDERAL BUILDING 
GRAND RAPIDS. Ml 49503 
616*456-2394 

n B-19 FEDERAL BUILDING 
410 W. MICHIGAN AVENUE 
KALAMAZOO. Ml 4 9005 

6l6* 3pl . g?rt1 -1 

Assistant U.S. Attorney 
6th Floor Nauru Building 
P.O. Box 377 
Saipan MP 96950 


September 20, 1989 


reply TO: _ 

C 111 FEDERAL BUILDING 
315 W. ALLEGAN STREET 
LANSING. Ml 48933 
517-377-1825 
□ 324 FEDERAL BUILDING 
P. O. BOX 906 

MARQUETTE. Ml 49855-9998 
906-228-7432 
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RE: WATSON, Barton III 


Dear 

Reference is made to your teletype dated September 15. 1989. requesting 
information regarding Mr. Watson's activities while staying at the Rite Ca ^ 

SrVi n rbo D rn a :Tchiran^MiceXt e t d ment. . the police Report 

ssr. rss p 1 .« 

corporation and would need approximately 30 r ° 0l ps table to the hotel. 

SrOuly^nPS^ af ter U a 3 cl eani ng S person fSSdV Watt”arole certificate 
Tn °his y 2 rU 98 the af ^bor C nTlTce P Department was i«ediately no ified an 

SU ^V.XVrchac^ roTtfRiu ^^r^ig $210.44 

teleplrone* » "mchl^n at wMd, time he agreed 

to pay the balance in lieu of a criminal charge. Hotel officials did receive 
the, payment in the amount of $210.44. 


Deavborn Police Department Dstrr 

-IT-HI n.xu ^SE REPORT Page: 

te. f* fpc. 

SUPPLEMENTAL REPORT <S) «T rALr.ED •*** 


Date/Time Reported: 7/29/89 2232 Hrs. 

Type of Incident..! SuspSit 
I oration Orfurred, i 300 TOWN RENTER DRTVF 

I » - 1 '» ' » 1 I 1-1. I . ■ . » V i 


Incident #: S9-0OC 
File Class! 93007 
Venues 9F» Oh- 


«P 

> 02 . 


^24 

C C 




^ O 


Is, 




> f« i ► i 








Dispatch Narrative: 

RITZ CARLTON - SUSPICIOUS PERSON 


Assist ORis 




o 




Reporting Officer.: 






< 


y 0 "«5 

Fi.«e Class Desc...: SUSPICIOUS SITUATION CCARS, PERSONS r PACKAGER ETC? c 
Caller.....: UNKNOWN 

Phone: 

Michigan 


be 
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Suspect....; WATSON,ROBERT,, 

509 N STATE STREET 
BELDING 
Jackets 000'"24339 A 
D.O.B.s 10 /j 8/SO Age: 28 
Charge/Code, 

Officer In Charge.: 

Assigned Officer 2s 


Narrative. * s Original Wr..te-up Patrol/IVB 

1*1 HE OCCURRED: 2237 / 072383. 


Races 


Bureau: 
Status: Omen 


_ AT TH1: RITZ-CARLTON, STATE0 THAT 

WATSON REGISTERED AT THE HOTEL YESTERDAY WATSON HAD NO LUGGAGE 
STATING HE HAD LOST IT IM SAUDI ARABIA PRIOR TO ARRIVING IN DFi‘*CU7 
ALONG WITH HIS IDENTIFICATION. WATSON W '-S GIVEN A ROOM AFTER CVING 
THE HOTEL $500.00 IN CASH. TONIGHT AT A’ *R0X2MATELY 2000 HO 1 »R?: HE rIE" 
WITH WATSON STATING HE WORKED FOR THE BANK OF AMERICA AND HE VIA"- HERE 
WITH ASSOCIATES FOR A HOSTI LE TAKE OVER OF A LOCAL CORPORATION WHICH 
ML- COULD NOT NAME. HE TQLP | | THAT H\- WOULD BE NEEDING 

APPROXIMATELY THIRTY ROOMS FOR ABOUT A M 'NTH, EQUIPPED WITH FA,. 
MACHINES.. CEL LULAR P HONE U ETC. WHICH WOULD BE PROFITABLE FOR .'HE 
HOTEL. LATER I I WAS INFORMED BY \ CL c AN-UP PERSON THAT 

CLEANING -HE ROOM EARLIER SOME PAPERS Wh' l H KNOCKED OFF A DF.Sfr <*:F* WHEN 
SHE PICKED THEM UP SHE S VW THEY WERE RELTASE PAPERS FROM Pcl>b ! -N . 

PRISON Li'! ALLENWOOD, PENNSYLVANIA, FOR M-*. WATSON BEING PA ROLL.*’/ Fi ill 
DAY BEFORE, OFFICERS RAN A LEIN/NCSC CM! CK WHICH REVEALED SUIT UT HAD 
JUST SERVED A THREE-YE AR TERM FOR INTERS ATE TRANSPORT OF MONi-V TAKEN 
BY FRAUD, MAIL FRAUD. | | STATED THEY WOULD BE WATCH ING THE HUOPECI 

AND HE W ILL BE ASKED TO CAVE WHEN HIS h ; NEY RUNS OUT. 1 l lAli. IHVES 

THE SUSF.-CT MIGHT BE TRV ’.MG TO SET UP SOMETHING ILLEGAL. 

/ 820 

Narrative.,: Detectj js Bureau Supplemental Report *#>' 

TIME/DA I’E OCCURRED: 03: JO p.m. 80183 lane #44 


Name oi Robert Watson, 5 v 3 N» State Street, Balding, MI DOB; 
added to original report per D/Sgt. i ancr- 
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SEP 21 ’89^2:44 


PAGE.002 








P.03 


SEP-20-19B9 13=45 FROM U.S. District Court WDMI TO 


90116702349159 


‘W Dearborn Po 1 ice 
' .. -• CASH REPOl ' • 

*•*•* SUPPLEMENTAL REPORTCS) ATTACKED **•* 


n _, 1 ... „ / *“» 

^ ht * r * 0<c/ <n 

Page; 


Date/Time Reported? 

7/29/83 2232 

Krs. 

Incident 

39 -00011324 

T vpe cf Incident..; 

SuspSit 


File Cl.vs* 

* H ** 4 , - 

Location Occurred.: 

300 TOWN CENTER 

DRIVE 

Venue: 95 

“ ’■? ■* 

Cross Street.: 



Arsoc Ca^e. 





Assoc Case. 


Dispatch Narrative; 



Assist OPI: 


RITZ CARL 

TON - SUSPICION R 

°ERSCU 


b6 


Reporting Officer.: 

Pile Class Desc...s SUSPICIOUS SITUATION (CARS. PERSONS.PACKAGES. ETC5 


Caller.....s UNKNOWN 
Complainant:I 

200 TOWN 

DEARBORN 


TER DR 


Phone; 
Michigan 48126 


4-41 -2000 


Suspect. WATSON,ROBERT,, 

509 N STATE STREET 
BELDING 

Jackets 000224339 A 

D.O.B.s 10/19/60 Age: 28 

Charge/Code: 

Officer In Charge.: 

Assigned Officer 2 ? 


Phone: 


Mi chipan 


Race: 


Bureau; 
Status:: Open 


Narrative. . : **•* Detective Bureau Supplemental Report •***■ 

TIME/DATE OCCURRED: 03:00 p.m. 801S9 Lane #44 

Name of Robert Watson, 509 N. State Street , Belding, MI DOB: 10/18/60 

added to original repeat per Dj | 


nmw/SSS 

Det/Sqt/ 


OB-01-89. 


Sgt. | | contacted I I he related the facts contaiiieo in 

basic report adding t-.ot Watson left owing $ 210.. 44 in nnra r •; 1 g. 

Watson left in a87 Hh^w 4 door.re gistered to _ 

_ \ I I made contact with Watson via 

telephone,and advisedhim to pay the money by thi s date o r a report 
would be made with the Dearborn Police Department ( } *•«reived 

payment of $210.00 this date) 

Investigator contacted Federal Parole Officer I ~1 li p 

Michigan Avenue Room l 37, Grand Rapids, MI 49503 , and 

advised him of the incident, copy of report sent. 

b 

823nhs. I I b 


Invesligator’s Signature: 




SEP 21 ’39 2:45 


PAGE.003 


Uj 
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FEDERAL BUREAU OF INVESTIGATION 


Date of transcription _9/23/89 


JAMES EDGAR HAWKINS, voluntarily appeared at the 
Northern Virginia Metropolitan Resident Agency of the Federal 
Bureau of Investigation (FBI) for the purpose of providing his 
personal 1984 appointment book for FBI use. 

HAWKINS had been previously inte rviewed on 9-14-89; 
Special Agents (SA)s | | and T I were 

known to him. The appointment book was taken into custody and 
subsequently placed in the 1-A exhibit section of this file. A 
receipt was issued, (copy of same also maintained in this file) , 
and HAWKINS requested return of the book upon completion of the 
investigation. 

The appointment book contains 192 pages and is further 
identified on the title page by the name JAMES E. HAWKINS, P.0. Box 
2263, Reston, VA. 22090. The writer noted receipt by dating and 
initialling same on the inside of the front cover. 

HAWKINS was asked if he altered this book in any fashion 
subsequent to his 9-14-89 interview, and he indicated that upon 
reviewing the book he placed red checks next to the dates of travel 
were which discussed on the 9-14-89 interview. He made no other 
additions or deletions in this book and will so swear, under oath 
in a court of law. 



Investigation on 9/15/89 at FALLS CHURCH, VIRGIN!^ # WMFO 194B-HO-121" 



to your agency; it and its contents are not to be distributed outside your agency. 
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FEDERAL BUREAU OF INVESTIGATION 


10/12/89 


Date of transcription 


voluntarily appeared at the 

Northern Virginia Metropolitan Resident Agency, of the Federal 
Bureau of Investigation for i nterview. Corporate attorney for 
SHEARSON LEHMAN HUTTON (SLH). I~ 1 was also present 

during the interview.! loffic ial title is l I 

I offic ial title is l ~1 

_ After being adv ised of 

the iden tit ies of the intervie wing Special Agents, (SA)s I I 

~1 and I b y a disp lay of credentials, and as 

to the nature of the interview, ! [ thereafter provided the 

following information. 

I ~l has been with SLH since July of 1983.before 

the merger". SLH had formerly b een know n as E.F.HUTTON. Prior to 
being employed with E.F.HUTTON. I l had been with JOHNSTON LEMON 

& COMPANY for approximately 5 years. 

Relative to his business dealings with the COMMONWEALTH 
OF THE NORTHERN MARIANA ISLAND (CNMI), and E.F.HUTTON'S bid to 
obtain the asset management acc ount of the ECONOMIC DEVELOPMENT 
LOAN FUND (EDLF), for the CNMI, |~ [ participated in a 

presentation to the EDLF 1 s Board of Directors in June of 1984. 

The following individuals were involved in the 
presentation, all of whom had an interest in the success of 
E.F.HUTTON'S proposal. ._. 


BARTON WATSON 
JAMES HAWKINS 


The prese ntation was actually made by I | to the EDLF 

Board of Directors. I | was considered the E.F.HUTTON expert on 

portfol ios, as related to government asset management accounts. 

| specifically noted that he and WATSON were never considered 

"partners". He and WATSON worked together since WATSON had the _ 

experience handling stocks, bonds, and corpor ate fina ncing. f 
noted WATSON was with E.F. HUTTON, before he | ~[ came to the 

firm. r I and WATSON merely worked together in attempting to 

develop accounts in Micronesia. 


9-19-89 


Investigate 

Si) 

SA 

by_ 



FALLS CHURCH, VIRGINIA 


SRS/Sl?s 


Date dictated 


WMFO 194B-HO-121 


9-20-89 


This document contains neither recommendations nor conclusions of the FBI. It is the property of the FBI and is loaned 
to your agency; it and its contents are not to be distributed outside your agency. 
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The following individuals represented the EDLF Board of 
Directors during the presentation. b6 

I I b7C 


The above list is not all inclusive as the Board of 
Directors is comprised of 12 people. The presentation took place in 
a conference room at the INTERCONTINENTAL HOTEL in SAIPAN. The 
presentation concerned the current status of the EDLF, which had 


been placed in various banks at low 
Certificates of Deposits, (CDs).P^ 


ratep of interest in 

proposal would increase 


the yield of the fund, in terms of interest rate, without 
increasing the risk, f 


never realized any commission from the 


work done on this contract, as the contract was never signed, 


be 

b7C 


At the time of the presentation, the board agreed to go 
with the E.F.HUTTON program pending finalization of the contract. 
There was a period of time after the board accepted the offer, and 
before the fund was actually called back, when money from the EDLF 
was sent to a bank account controlled by E.F.HUTTON. This time 
frame lasted from approximately 10-1-84 through the first quarter 
of 1985, "...approximately 5 months". The Board wanted to proceed 
with the proposal as set forth so, as the Certificates of Deposits 
matured, monies were transferred to an account in the name of the 
EDLF. 


The transferred money would not actually go to 
E.F.HUTTON, but to a bank with an account for E.F.HUTTON. A 
federal funds transfer would be utilized as the instrument 
effecting the transfer. The federal funds transfer would contain 
the following document information. 

1. Name of the bank 

2. The bank's ABA number 

3. A statement indicating, "For receipt of" 
E.F.HUTTON 

4. Account number of the bank 

5. A statement of, "For further Credit To", 
indicating the name of the client 

6. Account number at the E.F.HUTTON office. 




FD-302a (Rev. 11-15-83) 


WMFO 194B-HO-121 
Continuation of FD-302 of 


, On 


9 ~ 19 ~ 89 .Page 3 


] and 


1 


elative to all transfers made in this fashion, both 

advised it would be possible to pull all 


be 

b7C 


records reflecting these deposits if required. 


[ 


] received no commissions incentives or travel 


reimbursements for this project. He did receive a management fee of 
one-half of one percent, a figure which he described as minimal. 


E.F.HUTTON ultimately lost the EDLF contract bid due to 
news media attention given to a federal investigation of E.F.HUTTON 
on separate allegations of alleged financial improprieties. News of 
this investigation became public just as the EDLF proposal was to 
be finalized. Due to the a ttention given this investigation, the 
EDLF project fell through. I I noted the con tract was awarded to 

MERRILL-LYNCH. He pointed out that l I did not want the 


contract to go to E.F.HUTTON.[ 


also pointed out that the 


majority of the assets for the fund were in the Bank of Guam and 
that the Bank of Guam had. "..a running battle", with 
E. F. HUTTON, (lenqth of time unspecified). It was noted 
that' ’‘ - 

Bank 


by 


of Guam. 


] had some form of professional ties with the 
had actually seen the letter from MERRILL- 


LYNCH to the EDLF Board of Directors setting forth their 
LYNCH'S) proposal. 


(MERRILL- 


c 


]met with the CNMI Governor PEDRO P. TENORIO on two 


separate occasions. The first occurred prior to the pres entation 
described earlier. This contact was describe d by I ’ 

courtesy call, just before the presentation.[ 


_, as a 

] was accompanied 


by BARTON WATSON and JAMES HAWKINS at the time. The second meeting 
occurred either, "...March of this year, or last" and concerne d a 
congressional appropriations hearing, "..on the Hill".| 
advised, " I just saw him, walked up, shook his hand and said hi". 


Rela tive to the business arrangement between | ~| and 

JAMES HAWKINS, | | never had a non-written (verbal) agreement, 

with HA WKINS whereupon HAWKINS was to receive 20% of all business 
I 1 got in Micronesia for E.F. HUTTON. HAWKINS was never paid 

for his ef forts on the EDLF because the contract was never 
finalized. | [ commented, "I've paid him on other stuff". The 

additional payments concerned a finders fee HAWKINS received for 
locating a retail client in the Marshall Islands, (Saipan). 


be 

bic 


b6 

hlC 


be 

hlC 
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Had E.F.HUTTON actually received the EDLF management 
account, HAWKINS would have received a percentage of the assets 
managed.| would have received one-half of a percent paid 

quarterly Over a 5 year period,(based upon the actual assets 
managed figure). 1 ~l advised this would amount to approximately 

$30,000.00 to $60,000.00. 

I 1 has no firsthand knowledge of BARTON WATSON'S 

dismissal from E.F.HUTTON. He recalled that WATSON was "...called 
down on e day and told "your not coming back to this office",". 

1 thought it had to do with retail clients. 

_£ |credits I I with his introdu ction to 

|. During a meeting between ROL AND WATS ON a nd I 

_[ called f | who was in Hong Kong. I I told I I that_ 

I and WATSON would like to meet him \ I ) in Hong Kong. | | 

agreed and after a brief stopover in the Philippines, the meeting 
took place in Hong K ong during the first part of July 1984. T I 

gave I ~l name and address. The meeting lasted no more 

that 20 minutes and concerned a, "... dog and p o ny show abou t what 
E.F.HUTTON could do for i I compa ny"♦ I |i^ ~l of WAH 

KWONG shi pping in Hong Kong . I I told l l " I I had been at 

one time,P \ either the CONTINENTAL, or HYATT REGENCY 

HOTEL OF SAIPAN." 


LARRY L. HILLBLOM is the founder and part owner of DHL, 
an inte rnational courier company headquartered in LONDON, ENGLAND. 

I never met LARRY HILLBLOM in SAIPAN; he met HILLBLOM once in 
LONDON, once in NEW YORK, and twice in WASHINGTON D.C. 

A September, 1984 meeting took place in LONDON at DHL 
Headquarters Offices, "♦♦. for the pur pose of discussing what 
E.F.HUTTON could for DHL". I L president of DHL in HONG 

KONG, was present during t his meeting as were LARRY HILLBLOM, 

BARTON WATSON, and | [ Three DHL top level managers also 

participated in this meeting which consisted of discussions on, 
"cash management" programs. Subsequent to this meeting, a follow-up 
meeting took place in New York relative to the same types of 
discussions. 


A second meeting took place on the same day at the 
E.F.HUTTON office in LONDON. The same individuals participated in 
these discussions with the exception of the DHL top level 
managers. In this case, E.F. HUTTON office managers were present. 
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This meeting concerned discussions on the Bank of Saipan (BOS), and 
E.F.HUTTON programs from which the BOS might benefit. E.F.HUTTON 
has numerous programs, one of which involves a program designed for 
banking institutions with a small capital base. By participating in 
the program the BOS would be able to increase their lending base 
and pass on additional services to their clients. 

No accounts were o pened fo r HILLBLOM in LONDON or GENEVA 
as a result of this meeting. ! I advised, "I have no accounts for 

HILLBLOM anywhere in the world". DHL has an account with _ 

E.F. HUTTON in LONDON and | | ad vised he has an acco u nt for [ 

I (phonetic-belie ved to be \ . 1 ~1 

believed| | was an original investor in the BOS, but 

this account existed prior to the LONDON meeting. 

The BOS was never used as an intermediary between the 
EDLF Board of Directors and E.F.HUTTON in the administration of the 
fund account. 


_| never met wi th Gover nor TENORIO privately, nor did 

HILLBLOM or HAWKINS ever tell | 1 the Governor would make sure 

the EDLF Board of Directors would approve the opening of the 
E.F. HUTTON a ccount♦ The Gover nor never requested any comp ensation 
from | | or E.F.HUTTON, to | | knowledqe. 1 I noted that 

even if he had wanted to, the Governor could not have made this 
guarantee due to the fact that l | of the EDLF Board 

of Dir ectors) op posed Governor TENORIO during his las t election. 

Due to I I public opposition to TENORIO, I I reports_ 

I I eventu ally left SAIPAN when TENORIO won the election. 

feels T I would have prevented any of TENORIO'S attempts sft 

directing the fund. 

- 1 I I met an individual identified as I I aka; 

_|, for no more that 5 minutes, only once circa September, 

1985. The meeting occurred at the 19th HOLE club i n SAIPAN , and 
amounted to nothing more than, "...saying hello" . I I commented 

to the effect that he wished he did in fact know I l since he 

is rumored to be very wealthy. No discussions on political 
influence or methods of conducti ng business in Micronesia took 
place between I ~l and I Rumors of corru pt busin ess 

practices are common knowledge in Micr onesia but I I denied 

involvement in such practices. | 1 r ecalled solic itations for 

hire (e mployment as a consultants) from I l and from | | 

1 . He never took either request serious. 
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6 


He 

recalled that 

was drunk 

at the time of his request. 

b6 

No 

individuals confided in|_ 

Ithat 

consultant services of CNMI 

b7C 


Officials would be required in order for the EDLF to be invested 
With E.F.HUTTON. 

| 1 received no compensation as payment for hi s work 

on the EDLF fund. In terms of payments normally received by| 
he receives a finders fee in situations where clients are developed 
for bond investments. In this case the fee is a set percentage of 
the money invested by the clients. I I also receives a 

commission on routine type accounts at a rate of 1 to 2 percent per 
account, per year. 

The following background information was obtained through 
observation and/or interview: 
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□ Teletype 
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PRECEDENCE: 

□ Immediate 
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CLASSIFICATION: 

□ TOP SECRET 

□ SECRET 

□ CONFIDENTIAL 
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TO : SAC,HONOLULU (194B-HO-121) (P) (SRA) 

FROM : SAC, WMFO (NVMRA) (C-2) (RUC) 

PEDRO P. TENORIO; 

GOVERNOR,COMMONWEALTH OF THE NORTHERN 
MARIANA ISLAND (CNMI); ET AL; 

CSLPO-LOCAL LEVEL; 

00:HONOLULU 

Re: Honolulu routine tel dated 9-30-89, captioned as 
above. 

„ be 

Enclosed for Honolulu as follows: original and two ; b 7 C 

copies each of 302s of interviews with J AMES EDGAR H AW KINS. , 

interviewed on 9-14-89 and 9-15-89, and|_ 

interviewed on 9-19-89, also in enclosed are all original notes. 

Appointment book obtained from HAWKINS 9-15-89 will be 
retained at WMFO/NVMRA until such required by Honolulu division. 

No further investigation remains outstanding at NVMRA 
and this matter is considered RUC. 



Honolulu (ENC.12) 
1-WMFO (194B-HO-121) 
SRS/srs 


Approved: 


m 
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Date 1Q / 25 / 89 


FM FBI HONOLULU (194B-121) (C) (SRA) 

TO DETROIT (C-3)/ROUTINE/ 

BT 

UNCLAS E F T O 
CITE: //3280:6680// 

SUBJECT: PEDRO P. TENORIO, GOVERNOR, COMMONWEALTH OF THE 
NORTHERN MARIANA ISLANDS (CNMI) ; ET AL; CORRUPTION OF STATE AND 
LOCAL PUBLIC OFFICIALS; 00: HONOLULU. 

RE DETROIT TELETYPE TO HONOLULU DATED 10/22/89. 

PACIFIC ISLAND 




ON 10/16/89, 


CLUB (PIC), P.O. BOX 2370, SAIPAN, CNMI, TELEPHONE 


J, ADVISED THAT BARTON WATSON WAS A GUEST AT THE PIC 


FROM 9/25-28/89. DURING LUNCH AT THE PIC ON 9/25/89, WATSON 
REPRESENTED HIMSELF AS THE EXECUTIVE DIRECTOR OF GRAND CHAMPION 
RESORTS, PALM SPRINGS, CALIFORNIA. THEREAFTER, MANAGEMENT 


JDG:tls 

(1, -% 


/o/vsfdrf 4^6 


Approved: 



Transmitted 


Per 


be 

b7C 


TLS(K)4W. 2 98 




(Number) (Time) /9ViW2/- # 

.TWv k>N^ S5£ A s “ rched - 

^ r ' f ' Vl '-Ind^-red., 
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□ Priority 
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CLASSIFICATION: 
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Date _ 



A PAGE TWO DE HN (194B-121) UNCLAS E F T 0 

REPRESENTATIVES OF THE PIC PROVIDED WATSON WITH A TOUR OF THE 
RESORT AS WELL AS INTRODUCTIONS TO KEY PIC PERSONNEL. HOWEVER, 

_ADVISED THAT WATSON DID NOT DEFRAUD OR ATTEMPT TO DEFRAUD 

THE PIC OF FUNDS, GOODS OR SERVICES. WATSON SETTLED HIS BILL AT 
THE PIC WITH A CASH PAYMENT. 


FOR INFORMATION OF DETROIT, AUSi 


DISTRICT 


OF NORTHERN MARIANA ISLANDS, SAIPAN, CNMI, DECLINED PROSECUTION 
OF CAPTIONED INVESTIGATION BASED ON THE FACT THAT WATSON WAS 
UNTRUSTWORTHY, AND THAT THERE WAS NO EVIDENCE OF ANY PAYOFFS 
BEING MADE TO POLITICAL FIGURES IN CONNECTION WITH CAPTIONED 
MATTER. THEREFORE, HONOLULU HAS PLACED THE MATTER IN A CLOSED 
STATUS AND IS CONDUCTING NO FURTHER INVESTIGATION. 


Approved: 


Transmitted 


(Number) 


(Time) 






Honolulu, Hawaii 
October 10, 1989 


PEDRO P. TENORIO, GOVERNOR 

COMMONWEALTH OF THE 

NORTHERN MARIANA ISLANDS (CNMI); 

LARRY L. HILLBLOM, dba 
Bank of Saipan (BO S); 

Iaccount executive, 

E.F. HUTTON, INC.; b6 

BARTON HARRY WATSON, III, aka b7c 

Barry Watson, ACCOUNT EXECUTIVE, 

E.F. HUTTON, INC.;_ 


BOARD OF DIRECTORS (BOD), 

ECONOMIC DEVELOPMENT LOAN FUND (EDLF), CNMI; 
JAMES E. HAWKINS; 

CORRUPTION OF STATE AND LOCAL PUBLIC 
OFFICIALS - LOCAL LEVEL 


Investigation into the captioned matter was initiated 
by the Honolulu Division of the Federal Bureau of Investigation 
(FBI) after BARTON HARRY WATSON, III, an inmate at the FEDERAL 
PENITENTIARY located at Lewisburg, Pennsylvania, voluntarily 
provided informat ion of a conspiracy on the part of himself, 

I, LARRY L. HILLBLOM, Commonwealth of the Northern 
Mariana Islands (CNMI) Gover nor PEDRO P. TENORIO. ECONOMIC 
.DEVELOPMENT LOAD FUND (EDLF) I 

_ [ and JAMES E. HAWKINS, to use $7,000,000.00 of EDLF funds 

to provide income to the BANK OF SAIPAN (BOS) . 


WATSON advised that in 1984, 


he and[ 


both 


account executives at E.F. HUTTON (EFH) , met HAWKINS, an 
individual with many connections in Micronesia. Through HAWKINS 
they were introduced to many individuals in the CNMI, including 


/ 


be 

b7C 



This document contains neither recommendations nor 
conclusions of the FBI. It is the property of the 
FBI and is loaned to your agency; it and its contents 
are not to be distributed outside your agency, searched~ 
4 - FBIHQ ° ® 
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PEDRO P. TENORIO, GOVERNOR 
COMMONWEALTH OF THE 
NORTHERN MARIANA ISLANDS (CNMI); 
LARRY L. HILLBLOM, dba 
Bank of Saipan (B 9 S); 

ACCOUNT EXECUTIVE 


E.F. HUTTON, INC.; 

BARTON HARRY WATSON, III, aka 
Barry Watson, ACCOUNT EXECUTIVE, 
E.F. HUTTON, INC.? 


[ 


/ 


BOARD OF DIRECTORS (BOD), 

ECONOMIC DEVELOPMENT LOAN FUND (EDLF), 
JAMES E. HAWKINS; 


CNMI; 


be 

b7C 


| of the EDLF. The EDLF was a CNMI 
agency responsible for giving low interest loans to CNMI 
residents. It was funded with federal money and had 
$7,000,000.00 invested wit h the BA NK OF GUAM at a very low 
interest rate. WATSON and I I convinced the EDLF Board of 

Directors to invest the $ 7 , 000 , 000.00 with EFH at a higher rate 
of return. 


Shortly after meeting I I suggested to 

WATSON that I l be retained as a consultant in order to 

facilit ate EFH 1 s attaining the EDLF i nvestmen t. WATSON and 

_ entered into an agreeme nt with | | to this effect. 

Over the next year, WATSON and I 1 worked to obtain the EDLF 

investment. However, they were unable to obtain the investment. 


be 

b7C 


Througho ut the course of their travels to the CNMI, 
WATSON and I 1 became friendly with HILLBLOM, who controlled 

the BANK OF SAIPAN (BOS). During one of their trips to Saipan, 
HILLBLOM told the men that political influence was directly tied 
into doing business on Saipan and favorable political influence 
required a piece of the action or cash compensation. 


WATSON and C 


] were unsuccessful in obtaining the 


EDLF investment until HILLBLOM, who had no involvement with the 
EDLF, intervened. During an October, 1984, trip to Saipan, 
HILLBLOM told WATSON and ] that for EFH to get the EDLF 

investment, the BOS would have to be an intermediary. HILLBLOM 
and HAWKINS both told WATSON and | | that everythi ng was taken 

care of with Governor TENORIO. Additionally, | ] asked WATSON 

for $40,000.00 for the cost of his daughter's education. This 
was to be his compensation as a consultant. WATSON later met 


be 

b7C 


2 











PEDRO P. TENORIO, GOVERNOR 

COMMONWEALTH OF THE 

NORTHERN MARIANA ISLANDS (CNMI); 

LARRY L. HILLBLOM, dba 
Bank of Saipan (B OS); 

I l •ACCOUNT EXECUTIVE, 

E.F. HUTTON, INC.; 

BARTON HARRY WATSON, III, aka 

Barry Watson, ACCOUNT EXECUTIVE, b6 

E.F. HUTTON. INC.; _ b7C 


BOARD OF DIRECTORS (BOD), 

ECONOMIC DEVELOPMENT LOAN FUND (EDLF), CNMI; 
JAMES E. HAWKINS; 


with Governor TENORIO, who told WATSON that HILLBLOM had made 
arrangements for the EDLF fund to be invested with EFH and 
demanded that EFH open an account in the Governor's name with 
$10,000.00 supplied by EFH. In December, 1984, the EDLF invested 
$7,000,000.00 with EFH. However, shortly thereafter the EDLF 
Board of Directors withdrew the funds from EFH and redeposited 
the funds into the BANK OF GUAM account. 

HAWKINS, I I have all been interviewed 

and all deny any wrongdoings or inproprieties. WATSON, who had 
previously expressed his full cooperation as a government witness 
in the investigation, was served with a Federal Grand Jury (FGJ) 
subpoena issued by the District of the Northern Mariana Islands, 
Saipan, CNMI, for his appearance on September 27, 1989. WATSON 
arrived on the island of Saipan on September 24, 1989. At that 
time, he was exhaustively interviewed. He demonstrated a severe 
lack of candor and credibility. Af ter he was intervie wed by the 
FBI, Assistant U.S. Attorney (AUSA) f \ District 

of the Northern Mariana Islands, Saipan, CNMI, declined to use 
WATSON as a witness before the FGJ. 

On September 29, 1989, AUSA I I declined prosecution 

of the captioned investigation based on the fact that WATSON was 
untrustworthy and that there was no evidence of any p ayoffs being 
made to political figures. Furthermore, AUSA | | advised that 

no further interviews or investigation should be conducted. 


b6 

b7C 
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Date 10/10/89 


To : Director, FBI (Attention: Criminal Investigative Division) 

From : SAC, HONOLULU (194B-121) (C4<SRA) 

Subject: Public Corruption Data Transmittal Form 

1. Title: (use additional page if necessary) PEDRO P. TENORIO, GOVERNOR, 


Re: 

2. G Enclosed are the original and three copies of a LHM for dissemination purposes. 

(check if appropriate) 

3. Office of Origin File No. - 1^1 (include alpha) 

4. □ Initial submission XX Supplemental submission (check one) 

5. Date opened upon SAC authority 3/17/89 _ 

6. Level of subject official (See codes on reverse. Use additional pages, as necessary, for 


additional subjects.) 


% 

Level 

L01 

Number of Subject(s) 

1 _ 

Level 

M20 

Number of Subject(s) _ 

i 

Level 


Number of Subject(s) 



I 7. Indicate which of the following investigative techniques have been utilized to date. 
: (check all appropriate boxes) 


* Code Number / Description 

! 21 Z Acct. Tech. Assist. 

; 22 Z Aircraft Assist. 

; 23 Z Computer Assist. 

* 24 Z Consensual Monitoring 

1 25 = . Eisur - FISC 

: 25 Z Eisur - Title III 

s 27 Z Eng. Sect. Field Support 
23 Z Eng. Sect. Tape Exams 

; 29 Z Hypnosis Assist. 

1 210 _ laent Div Assist. 

; 2t1 (A) Z Syrr.ooJed Informant 

Z11 (B) Z Cooperating Witness 

; Z11 (C) 3 Cooperating Subject 

* 212 Z Lab. Div. Exams 

! 213 Z Lao. Div. Field Support 

\(z)- Field Office 

* 3 - FBIHO 

\ (1 - White-Collar Crimes Section. 


Code Number / Description 

Z14 □ Pen Registers 
Z15 Z Photo Coverage 
Z16 C Polygraph Assist. 

Z17 Z Search Warrants Use 
Z16 Z Show Money Use 

219 Z Surveillance Squad Use 

220 Z Swat Team 
Z21 Z Tech. Agent 

Z22 Z Teleohone Toll Records 
Z23 Z Group I UCO 
224 _ Group II UCO 
Z25 Uncercover - Other 
226 Z NCAVG/VI - CAP 
Z27 Z VIA 



Public Corruption Unit) 



I'l'lly 131 

Searched 
Indexed 
Serialize 
Filed 


■ft 


JDG: 

(5) 





Acs 


Pproved: 


Transmitted 


(Number) 



(Time) 




- itOfICL’J’.d 


b6 

b7C 


FBI/OOJ 







» # »» • 


8. Type or^orruption Investigated (check all appropriate boxes) 


Code NumberVOescription 


Code Number/Description 


(A) 

Judicial Corruption 

(B) 

Legislative Corruption 

A1 □ 

Federal 

B1 Z 

Federal 

A2 □ 

State 

B2 Z*- 

State - 

A3 □ 

Local 

B3 G 

Local 

A4 □ 

Territorial 

B4 □ 

Territorial 



(C) 

Contract Corruption 

ci xx 

Federal 

C2 □ 

State 

C3 □ 

Local 

C4 □ 

Territorial 

(E) 

Law Enforcement Corruption 

El G 

Federal 

E2 Z 

State 

E3 Z 

Local 

E4 G 

Territorial 


(D) Regulatory Corruption 
D1 □ Federal 
D2 C^State 
D3 C Local 
D4 G Territorial 


9. Does corruption involve drug related activity? (check one) G Yes E No 


10. Statistical Accomplishments ( number since last submission) 


A. Complaints 

B. Informants 

C. Indictments 

D. Convictions 

E. Pre-trial Diversions 


F. Acquittal 

G. Recoveries 

H. Restitutions 

I. Potential Economic 
Loss Preventea 


11. Forfeiture Provisions Utilized (check one) _ Yes _x No 


12. Status of Case (check one) 

G Pending Preliminary Inquiry 
G Pending Full Investigation 
2 Closed 


13. Easis for Closing (check onej 

2 U.S. Attorney Declination 
G Dismissal 
G Accuittal 
G Conviction 

G Administrative by SAC (no other basis involved) 

Additional Administrative Data Of neeoeo): Qont m 

COMMONWEALTH OF THE 
NORTHERN MARIANA ISLANDS (CNMI); 
LARRY L. HILLBLOM, dba 
Bank of Saipan (B OS); 

| ACCOUNT EXECUTIVE, 
E.F. HUTTON, INC.; 

BARTON HARRY WATSON, III, aka 
Barry Watson, ACCOUNT EXECUTIVE, 

E.F. HUTTON, INC. ;_ 


BOARD OF DIRECTORS (BOD), 

ECONOMIC DEVELOPMENT LOAN FUND (EDLF) , CNMI; 
JAMES E. HAWKINS; 

CORRUPTION OF STATE AND LOCAL PUBLIC 
OFFICIALS - LOCAL LEVEL 


b6 

b7C 







TC-320H?tev. 8-30-82) 


In Reply, Please Refer to 
File No -HN-1Q4B-121 


FBI CASE STATUS FORM 


Date: 10/10/89 


To: 


From: 


RE: 


.. Honorab l e D. Paul Vern i er, Jr .. , —Aching—1U^S..— At to rn e y - . — Agana - , —Guam 

(Name and Address of USA) 


Jim R. Freeman, Honolulu 


By: 


• -- — u ~ i i 

(Name of Official in Charge and Field Division) &Cfeirfc 

Pedro P. Tenorio; Larry L. Hillblom; ! [ Barton 

-Harry Watson, III (Name ofSub j ect j 


Age 


Sex 


b 6 

hi C 


You are hereby advised of action authorized by. 


AUSA [ 


] 


on information submitted by Special Agent 


SA 


(Name of USA or AUSA) 

I on 9/29/89 


(Name) 


(Date) 


(Check One) 

□ Request further investigation 
51 immediate declination 

□ Filing of complaint 

□ Presentation to Federal Grand Jury 

□ Filing of information 

For violation of Title __L8 „ USC, Section(s) 1951 ^OBBS ACTI 




Synopsis of case: 


Investigation into the captioned matter was initiated 
by the Honolulu Division of the Federal Bureau of Investigation 
(FBI) after BARTON HARRY WATSON, III, an inmate at the FEDERAL 
PENITENTIARY located at Lewisburg, Pennsylvania, voluntarily 
provided informat ion of a conspiracy on the part of himself, 

I I . LARRY L. HILLBLOM, Commonwealth of the Northern 

Mariana Islands (CNMI) Gover nor PEDRO p, T ENQRIQ, ECONOMIC , 
DEVELOP MENT LOAD FUND (EDLF) | 


be 

b7C 


1 and JAMES E. HAWKINS, to use $7,000,000.00 of EDLF funds 


to provide income to the BANK OF SAIPAN (BOS) . 



Addressee 

Honolulu 


JDG: rg 
( 2 ) 


% 


OS M 

CLOS^ON thi 


f 



6 



3 
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wtft 


Searched_ 

Indexed, 
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WATSON advised that in 1984, he and | I both 

account executives at E.F. HUTTON (EFH), met HAWKINS, an 
individual with many connections in Micronesia. Through HAWKINS, 

ndividuals in the CNMI, including 
of the EDLF. The EDLF was a CNMI 
agency responsible for giving low interest loans to CNMI 
residents. It was funded with federal money and had 
$7,000,000.00 invested with the BANK OF GUAM at a very low 
interest rate. WATSON and| (convinced the EDLF Board of 

Directors to invest the $7,000,000.00 with EFH at a higher rate 
of return. 



be 

b7C 


suggested to 


S hortly a fter meeting | j suggested to 

WATSON that | | be retained as a consultant in order to 

facilit ate EFH's attaining the EDLF i nvestmen t♦ WATSON and 
I entered into an agreement with I 1 to this effect. 


_| entered into an agreeme nt with 

Over the next year, WATSON andI I 


worked to obtain the EDLF 


investment. However, they were unable to obtain the investment. 


Througho ut the course of their travels to the CNMI, 

WATSON and | I became friendly with HILLBLOM, who controlled 

the BANK OF SAIPAN (BOS). During one of their trips to Saipan, 
HILLBLOM told the men that political influence was directly tied 
into doing business on Saipan and favorable political influence 
required a piece of the action or cash compensation. 

WATSON and I 1 were unsuccessful in obtaining the 

EDLF investment until HILLBLOM, who had no involvement with the 
EDLF,.intervened. During an October, 1984, trip to Saipan, 

HILLBLOM told-WATSON and f ~| that for EFH to get the EDLF 
investment, the BOS would have t o be an intermediary. HILLBLOM 
and HAWKINS both told WATSON and I I that everythi ng was taken : b6 

care of with Governor TENORIO. Additionally, | ~| asked WATSON b7c 

for $40,000.00 for the cost of his daughter 1 s education. This 
was to be his compensation as a consultant. WATSON later met 
with Governor TENORIO, who told WATSON that HILLBLOM had made 
arrangements for the EDLF fund to be invested with EFH and 
demanded that EFH open an account in the Governor’s name with 
$10,000.00 supplied by EFH. In December, 1984, the EDLF invested 
$7,000,000.00 with EFH. However, shortly thereafter the EDLF 
Board of Directors withdrew the funds from EFH and redeposited 
the funds into the BANK OF GUAM account. 


2 
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HAWKINS, 


and [ 


I have all been interviewed 
and all deny any wrongdoings or inproprieties. WATSON, who had 
previously expressed his full cooperation as a government witness 
in the investigation, was served with a Federal Grand Jury (FGJ) 
subpoena issued by the District of the Northern Mariana Islands, 
Saipan, CNMI, for his appearance on September 27, 1989. WATSON 
arrived on the island of Saipan on September 24, 1989. At that 
time, he was exhaustively interviewed. He demonstrated a severe 
lack of candor and credibility. Af ter he was intervie wed by the 
FBI, Assistant U.S. Attorney (AUSA) I I District 

of the Northern Mariana Islands, Saipan, CNMI, declined to use 
WATSON as a witness before the FGJ. 


On September 29, 1989, AUSA I I declined prosecution 

of the captioned investigation based on the fact that WATSON was 
untrustworthy and that there was no evidence of any payoffs beina 
made to political figures. Furthermore, AUSA I T advised that 

no further interviews or investigation should be conducted. 


be 

b7C 


b6 

b7C 
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Memorandum 



To 


S AC, HONOLULU ( ) (C) 


From 



Date 


Subject 


ject ^{)AjAJVVnV\ s \ 


Qjb>L9*0- 

o e> '.v\^v 


be 

b7C 


Date Closed: * & h 


Statistics Claimed: 

Yes 

NO 


FD-515 Submitted: 

Yes 

)dl\ V 

1 

Remove NCIC: 

Yes 

HerhiK % 


NCIC Locate: 

Yes 

£JC /d^\ ^ 


Evidence Returned: 

Yes 

No^Pi 

/ 

5 o1hU°\ 

Evidence Destroyed: 

YesCilM 

v> 

NO 

USA's letter: 

Yes^L 

NO 

iguAV\ 


Agent in Charge of 

Evidence Control: _ 

(initials) 


SSRA _ 

(initials) 
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( 1 ) 
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Subject: PEDRO P. TENORIO, GOVERNOR, COMMONWEALTH OF THE NORTHERN 

MARIANA ISLANDS (CNMI) ; LARRY L. HILLBLOM, DBA BANK OF ; b6 

SAIPAN (BOX); | | ACCOUNT EXECUTIVE, E.F. . b7C 

HUTTON, INC.; ET AL; CORRUPTION OF STATE AND LOCAL PUBLIC 
OFFICIALS - LOCAL LEVEL; 00: HONOLULU 


. Re Honolulu teltvpe _ to FBIHQ dated .08/18/89 and 

Bu airtel ; _ to Honolulu dated 09 /07/89 captioned 

as above. 


NOTE: If no confirming communication received from FBIHQ in response to 
your request for use of a nontelephonic consensual monitoring device, mark below: 

_No confirming communication received from FBIHQ to date. 

ReCommunication(s) requested/granted: 

x Routine authority. 

_Emergency authority. 

The following information relates to the use of the equipment: 

_Its use provided information which corroborated or assisted in 

corroborating the allegation or-suspicion- - -— 

_It was used, but no information of value was obtained. 

x It was not used. 

(Only one of the above applies) 

Complete and submit within 30 days of expiration of each and every period 
of authorization granted for nontelephonic consensual monitoring by either the DOJ or 
FBIHQ-CID (whether an initial or a subsequent authorization), and for each extension 
or renewal thereof. 

Transmit to FBIHQ in a sealed brown envelope labeled "Director, FBI, ELSUR 
Index, FBIHQ." 


2,- Bureau 

O- 194B-121 (Field Office Investigative File) 

T- 66F-750SubB-392 (Field Office Control File) 

RMT:rmt 
( 4 ) c, n/ 



IQ40- Ml S3 
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- Hied . 
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mrf 


85) 

TRANSMIT VIA: 

□ Teletype 

□ Facsimile 

a 


x Air tel" 


FBI 

PRECEDENCE: 

□ Immediate 

□ Priority 

□ Routine 


% 

5 LASS 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 


CLASSIFICATION: 

□ TOP SECRET 
SECRET 
CONFIDENTIAL 
UNCLAS E F T O 
UNCLAS 
Date 


□ 

□ 

□ 

□ 


11/16/89 “ 


TO: 

FROM: 

SUBJECT: 


SAC, HONOLULU (194B-HN-121) 

SAC, PHILADELPHIA (194B-HN-121) (WRA) (RUC) 

PEDRO T. TENORIO, GOVERNOR, 

COMMONWEALTH OF THE NORTHERN 
MARIANA ISLANDS (CNMI); 

LARRY L. HILLBLOOM, dba 
Bank of Saipan fBOS) ; 


ACCOUNT EXECUTIVE, 

E. F. HUTTON, INC.; 

BARTON HARRY WATSON, III, aka 
Barry Watson, 

ACCOUNT EXECUTIVE, 

E. F. HUTTON. INC.: _ 


b 6 

b7C 


BOARD OF DIRECTORS (BOD), 

ECONOMIC DEVELOPMENT LOAN FUND (EDLF), CNMI; 
JAMES E. HAWKINS; 

CORRUPTION OF STATE AND LOCAL 
PUBLIC OFFICIALS - LOCAL LEVEL; 

00:HONOLULU 


Re Detroit teletype to Honolulu, 9/5/ 89; Honolulu teletype 
to Philadelphia, 9/9/89; and Special Agent ( SA) I I * 

(WILLIAMSPOT 


)BT RESIDENT AGENCY/Philadelphia Division) telcall to SA ,^Cj 
_|(SAIPAN RESIDENT AGENCY/Honolulu Division), 9/12/89. W 


l 

This matter was opened and assigned within the 
Philadelphia Division on October 23, 1989, based upon the receipt of 
a September 9, 1989, teletype from Honolulu to Philadelphia 
requesting an outline of the investigation into subject WATSON's 
activities while incarcerated at the ALLENWOOD FEDERAL PRISON CAMP b7c 
(52C-PH-579301 . Prior to the October 23, 1989, assignment date, SA 

I of the WILLIAMSPORT RESIDENT AGENCY (WRA) , _ 

Philadelp hia Division, spoke with the case agent in Saipan (SA | \ 


b6 


] assigned captioned matter and briefed him fully re WATSON's 


( 2 -Honolulu 

1-Philadelphia (194B-HN-121) (WRA) 
RP:lag 

_Ci)--- 


Approved: 




Transmitted 


(Number) 


(Time) 


_ | "Per r * 
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activities. In addition, on September 5, 1989, the Detroit 
Division, as a result of being assigned a lead in Philadelphia's 52 
investigation, sent a teletype to Honolulu setting forth the 
requested background in Philadelphia's Theft of Government Property 
investigation. 

In view of the fact that the information requested by 
Honolulu/Saipan RA has been provided in re Detroit teletype, lead is 
being disregarded and the case therefore considered RUC. 







